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Director’s Message

As part of the Bureau of Economic Analysis’ plans to create a set
of economic accounts that look at health care and the effects of
this critical industry on the U.S. economy, we are publishing a se-
ries of articles that explain key facets of our multiyear efforts. In
this issue, we present an alternate approach to detailing house-
hold expenditures on health care, showing how expenditures
would appear if they were classified by disease, an approach that
many health care economists have advocated.

Elsewhere in this issue, we present a fresh look at trade in ser-
vices based on a new data set that combines information on
cross-border services trade with data on the operations of multi-
national companies for 2008. The goal is to provide economists a
detailed profile of importers and exporters of services.

In addition, a BEA Briefing presents prototype estimates of
quarterly gross domestic product (GDP) by industry for 2007—
2011, updating and expanding the statistics presented last July.
BEA intends to produce quarterly GDP by industry statistics on a
regular basis, which would provide more timely information on
the accelerations and decelerations in economic growth at the in-
dustry level, including key information about changes in the in-
dustrial infrastructure of the United States.

Other articles in this issue provide updated estimates from our
travel and tourism accounts, updated estimates of domestic re-
turns for nonfinancial businesses, the second estimate of GDP for
the first quarter of 2012, and updated estimates of government
receipts and expenditures for the same quarter.

S

J. Steven Landefeld
Director, Bureau of Economic Analysis
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Taking Account...

Study compares key
personal income measures
Two of the most closely watched
measures of U.S. household in-
come are the Census Bureau
measure of the median income
of families and the Bureau of
Economic Analysis (BEA) mea-
sure of personal income. These
measures provide different por-
traits of household income
growth during the past several
decades.

From 1969 to 2009, the Cen-
sus Bureau measure of real me-
dian family income (money
income) increased at an average
annual rate of 0.52 percent. A
different picture is portrayed by
a comparable measure published
by BEA. The Bureau publishes a
real per capita personal income
statistical series, which adjusts
personal income for inflation
and population change. This
measure increased at an average
annual rate of 1.86 percent from
1969 to 2009—1.34 percentage
points higher than the Census
Bureau measure.

In a paper presented at the
January 2012 meeting of the
Federal Committee on Statistical
Methodology Research, BEA
economist Arnold J. Katz ex-
plored reasons for the different
growth rates of the two mea-
sures for 1969-2009:

eDeflators. The BEA measure
uses BEAs implicit price
deflator for personal con-
sumption expenditures, while
the Census Bureau measure
uses a general consumer price
index. On average, this

difference accounts for 0.17
percentage point of the differ-
ence between the growth
rates of the measures.
eDifferent populations. The
BEA measure covers the
entire personal sector while
the Census Bureau measure
covers only families. Broad-
ening the population to
include the incomes of unre-
lated individuals accounts for
0.43 percentage point of the
difference between the two
growth rates.
eDemographics. Changes in
the income distribution and
demographic factors may
affect the measures differ-
ently. Measuring  family
income by means rather than
medians accounts for 0.39
percentage point of the differ-
ence between the two growth
rates; an increasing inequality
of incomes causes means to
increase faster than medians.
e Conceptual differences. Ad-
justments to the BEA mea-
sure of personal income to
make it conceptually similar
to the Census Bureau mea-

sure of money income
account for 0.41 percentage
point of the difference

between the two growth rates.
eUnexplained measurement
error. BEA relies mainly on
administrative records, while
the Census Bureau relies on a
sample survey. The key issue
is the amount of unreported
income reflected in each mea-
sure. Surprisingly, for the
entire 40-year period, this

unexplained error is negligi-
ble; it accounts for only —0.06
percentage point of the differ-
ence between the two growth
rates. However, it is substan-
tial on a decade-by-decade
basis.

From 1969 to 1999, most of
the difference between the BEA
and Census Bureau measures
was due to demographic factors;
increasing income inequality be-
tween families caused median
family income to increase much
more slowly than mean family
income. Conceptual differences
also played an important role;
this was largely due to the sharp
increases in the share of personal
income in the form of in-kind
transfers and employee benefits,
which are not counted in the
Census Bureau measure.

From 1999 to 2009, the effects
of conceptual adjustments and
the use of mean rather than me-
dian incomes were not as signifi-
cant. The effect of broadening
the bases was also relatively mi-
nor. In the end, most of the gap
seems related to unexplained
measurement error. The analysis
reveals that much of the differ-
ence is concentrated in two
components: property income
and pension payments received.
So far, a complete explanation
for this has proved elusive. Nev-
ertheless, there is some data that
suggests that the divergence in
measures of income from capital
may have been caused, in part,
by the large increase in income
from S corporations and part-
nerships during the past decade.
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GDP and the Economy
Second Estimates for the First Quarter of 2012

EAL GROSS domestic product (GDP) increased at
an annual rate of 1.9 percent in the first quarter of
2012, according to the second estimates of the national
income and product accounts (NIPAs) (chart 1 and ta-
ble 1).! The second estimate of real GDP growth was
revised down 0.3 percentage point from the advance
estimate, reflecting a downward revision to inventory
investment, an upward revision to imports, and down-
ward revisions to state and local government spending
and to consumer spending that were partly offset by
upward revisions to nonresidential fixed investment
and to exports.? In the fourth quarter of 2011, real

GDP increased 3.0 percent.

e Prices of goods and services purchased by U.S. resi-
dents increased 2.4 percent in the first quarter, the
same increase as in the advance estimate, after
increasing 1.1 percent. Energy prices turned up,
while food prices slowed. Excluding food and energy,
gross domestic purchases prices increased 2.3 percent
after increasing 1.2 percent. The pay raise for military
personnel added less than 0.1 percentage point to the
first-quarter change in the gross domestic purchases
price index.

eReal disposable personal income (DPI) increased 0.4
percent, the same increase as in the advance estimate,
after increasing 0.2 percent (revised) in the fourth
quarter. In the first quarter, current-dollar DPI
increased 2.9 percent, 0.1 percentage point more than
in the advance estimate, after increasing 1.3 percent
(revised) in the fourth quarter. The slight upward
revision to first-quarter current-dollar DPI reflected
a downward revision to personal current taxes that
was partly offset by a downward revision to personal
income.

eThe personal saving rate, personal saving as a per-
centage of current-dollar DPI, was 3.6 percent, 0.3
percentage point less than in the advance estimate; in
the fourth quarter, the rate was 4.2 percent (revised).

1. “Real” estimates are in chained (2005) dollars, and price indexes are
chain-type measures. Each GDP estimate for a quarter (advance, second,
and third) incorporates increasingly comprehensive and improved source
data; for more information, see “Revisions to GDP, GDI, and Their Major
Components” in the July 2011 Survey or CurreNT BusiNess. Quarterly esti-
mates are expressed at seasonally adjusted annual rates, which assumes that
a rate of activity for a quarter is maintained for a year.

2. In this article, “consumer spending” refers to “personal consumption
expenditures (PCE),” “inventory investment” refers to “change in private
inventories,” and “government spending” refers to “government consump-
tion expenditures and gross investment.”

Christopher Swann prepared this article.

Chart 1. GDP, Prices, Disposable Personal Income (DPI)
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Real GDP Overview

Table 1. Real Gross Domestic Product and Components
[Seasonally adjusted at annual rates]

Share of
current- Change from Contribution to percent
dollar preceding period change in real GDP
GDP (percent) (percentage points)
(percent)
2012 2011 2012 2011 2012
| I n{ v | Il Ml I\ |
Gross domestic product ... 1000, 13| 1.8 3.0 19| 13 18 3.0 19
Personal consumption
expenditures................ccccuees 71.2) 07| 1.7, 21| 27| 049 1.24| 147 1.90
245| -16| 14| 54| 6.1/-0.38| 0.33| 1.29| 1.44
Durable goods.. 8.0| -5.3| 57| 16.1| 14.3|-042| 0.42| 1.16] 1.05
Nondurable goods. 16.5| 0.2| -0.5| 08| 23| 0.04|-0.09| 0.13| 0.38
Services 46.7| 19| 19| 04| 1.0| 0.87| 090| 0.19| 047
Gross private domestic
investment 13.2| 6.4| 13| 221| 63| 0.79| 0.17| 259 0.81
Fixed investment ... 127 92| 13.0| 63| 49| 1.07| 1.52| 0.78| 0.61
Nonresidential ... 10.4| 10.3| 15.7| 52| 1.9| 0.98| 1.49| 0.53| 0.20
Structures . 28| 226| 14.4| -09| -3.3| 0.54| 0.37|-0.02|-0.09
Equipment and software...... 76| 62| 162 75| 39| 044| 1.12| 055| 0.30
Residential ...........cocuereerieeeens 23| 42| 13| 116| 194| 0.09| 0.03| 0.25| 0.41
Change in private inventories...... 0.5 covveee [ v | s -0.28|-1.35| 1.81| 0.21
Net exports of goods and
services ... =40 | i e e | s 0.24| 0.43|-0.26 |-0.08
Exports.. 140 3.6| 47| 27| 72| 048| 0.64| 0.37| 0.98
99| 25| 50| 36| 63| 0.24| 048| 0.36| 0.60
41| 62| 40| 04| 95| 024| 0.16| 0.02| 0.37
180 14| 12| 37| 6.1|-0.24|-0.21|-0.63 -1.05
151| 1.6/ 05| 33| 5.0|-0.23|-0.08|-0.48-0.73
29| 04| 48| 56| 12.0]-0.01|-0.13|-0.15|-0.33
Government consumption
expenditures and gross
investment... 19.5| -0.9| -0.1| -4.2| -3.9| -0.18|-0.02 | -0.84 |-0.78
Federal 79| 19| 21| -69| -59| 0.16| 0.17|-0.58 |-0.48
National defense ... 52| 7.0/ 50|-12.1| -8.3| 0.37| 0.27|-0.70|-0.46
Nondefense 27| -76| -38| 45| -0.8/-0.22|-0.10| 0.12|-0.02
State and local 11.6| 2.8 -1.6| 22| 25/-0.34|-0.19|-0.26 |-0.30

1. The estimates under the contribution columns are also percent changes.

Norte. Percent changes are from NIPA table 1.1.1, contributions are from NIPA table 1.1.2, and shares are from

NIPA table 1.1.10.

Table 2. Real Gross Domestic Product (GDP) and Related Measures

[Seasonally adjusted at annual rates]

Share of
current- Change from Contribution to percent
dollar preceding period change in real GDP
GDP (percent) (percentage points)
(percent)
2012 2011 2012 2011 2012
| 1l Il % | I n | v |
Gross domestic product '............ 1000, 13| 1.8 30| 19| 13| 18| 3.0| 19
Final sales of domestic product 99.5| 16| 32| 11| 17| 162| 3.16| 1.14| 1.66
Change in private inventories 0.5 ciees [ervvene | e e -0.28|-1.35| 1.81| 0.21
Goods 28.7| -06| 22| 130 59|-0.17| 0.62| 3.49| 1.65
Services..... . 645 18| 12| -1.0| 02| 1.18| 0.81|-0.67| 0.13
SHUCIUTES.....vvovvviiiis 68| 50| 58| 20| 12| 033|038 0.14| 0.08
Addenda:
Motor vehicle output ............ccoveveene 28| -41| 51| 204| 51.1|-0.10| 0.12| 047| 1.12
GDP excluding motor vehicle output 972 15| 17| 25| 08| 1.44| 1.69| 248| 0.74
Final sales of computers................. 0.6 13.0| 42.1| 21.2| -4.9| 0.07| 0.22| 0.12|-0.03
GDP excluding final sales of
COMPULETS ....vovvvieraiisisniiinaiees 99.4| 13| 16| 28| 19| 1.26| 1.60| 2.83| 1.89
Gross domestic income (GDI) 2...... |..ccconenen. 02 28| 26| 2.7 | [rienr e v /

1. The estimates under the contribution columns are also percent changes.
2. GDI is deflated by the implicit price deflator for GDP. The third-quarter change reflect the incorporation of
revised wage and salary estimates for the third quarter of 2011.
Norte. For GDP and its components, percent changes are from NIPA table 1.2.1, contributions are from NIPA
table 1.2.2, and shares are calculated from NIPA table 1.2.5. For GDI, percent changes are from NIPA table 1.7.1.

Consumer spending accelerated, adding 1.90 percent-
age points to real GDP growth after adding 1.47 per-
centage points. The acceleration reflected pickups in
both services and goods.

Nonresidential fixed investment decelerated, adding
0.20 percentage point to real GDP growth after adding
0.53 percentage point. The deceleration reflected a de-
celeration in equipment and software and a larger de-
crease in structures (see page 4).

Residential investment picked up and added 0.41 per-
centage point to real GDP growth after adding 0.25
percentage point (see page 4).

Inventory investment slowed, adding 0.21 percentage
point to real GDP growth after adding 1.81 percentage
points. The slowdown primarily reflected downturns
in manufacturing and in wholesale trade industries
that were partly offset by an upturn in retail industries
(see page 5).

Exports picked up, adding 0.98 percentage point to
real GDP growth after adding 0.37 percentage point.
The pickup reflected pickups in both exports of ser-
vices and exports of goods (see page 6).

Imports also picked up, subtracting 1.05 percentage
points from real GDP growth after subtracting 0.63
percentage point. The pickup reflected pickups in
both imports of goods and of services (see page 6).

Government spending decreased less than in the
fourth quarter, subtracting 0.78 percentage point from
real GDP growth after subtracting 0.84 percentage
point. The smaller decrease reflected a smaller de-
crease in federal government spending that more than
offset a larger decrease in state and local government
spending (see page 7).

Real final sales of domestic product, real GDP less in-
ventory investment, increased 1.7 percent after in-
creasing 1.1 percent.

Motor vehicle output accelerated sharply, increasing
51.1 percent after increasing 20.4 percent. The in-
crease in motor vehicle output accounted for more
than half of the first-quarter growth in real GDP.

Real gross domestic income, which measures the out-
put of the economy as the costs incurred and the in-
comes earned in the production of GDP, increased 2.7
percent after increasing 2.6 percent.



June 2012

SURVEY OF CURRENT BUSINESS 3

Consumer Spending

Table 3. Real Personal Consumption Expenditures (PCE)

[Seasonally adjusted at annual rates]

Share of
current- Change from Contribution to percent
dollar preceding period change in real PCE
PCE (percent) (percentage points)
(percent)
2012 2011 2012 2011 2012
| Il Il v | Il Il \% |
PCE ... 100.0 07| 17| 21| 27| 07| 17| 21| 27
Goods 344| -16| 14| 54| 6.1|-054| 047 1.81| 2.03
Durable goods ... 11.2| -53| 57| 16.1| 143|-059| 0.60 1.63| 1.49
Motor vehicles and parts ... 3.8/-255| 1.6| 38.8| 22.2|-1.03| 0.06| 1.17| 0.76
Furnishings and durable
household equipment...... 24| 31| 56| 92| 95| 007 0.13| 021| 0.22
Recreational goods and
vehicles 32| 89| 121| 125 10.8| 0.27| 0.37| 0.38| 0.33
Other durable goods ......... 18| 61| 26| -69| 109 0.10| 0.05|-0.12| 0.18
Nondurable goods ............... 232 02| -05 0.8 23| 0.05(-0.13| 0.18| 0.54
Food and beverages for off-
premises consumption.... 75| 12| -01| -1.3| 20| 0.09/-0.01|-0.10| 0.15
Clothing and footwear......... 33| 22| -78| 33| 56| 0.07|-027| 0.11| 0.18
Gasoline and other energy
GOOUS ...vvvrevreerrer s 40| -80| -15| -2.7| -2.1|-0.33|-0.06 |-0.11|-0.08
Other nondurable goods..... 84| 27| 26| 33| 35| 022| 021| 0.27| 0.30
SEIVICES .....oovvvrrircririreiines 656 19| 19| 04| 10| 1.22| 1.27| 0.27| 067
Household consumption
expenditures 629 19| 16| 04| 08| 1.20| 1.03| 029| 0.51
Housing and utilities 175 07| 28| -32| -23| 0.13| 049|-057|-0.42
Health care 159 28| -0.6| 22| 05| 045/ -0.10| 0.34| 0.09
Transportation services 28| -0.2| 03| 00| 18|-0.01| 0.01| 0.00| 0.05
Recreation services............ 38| 92| 75| -1.3| 1.0 0.33| 0.27|-0.05| 0.04
Food services and
accommodations............. 6.5 11| 26| 55| 52| 007 0.17| 0.35| 0.33
Financial services and
insurance 75/ 13| 35| -29| 48| 0.10| 0.26|-0.22| 0.36
Other services . 89| 15| -0.8| 51| 07| 0.13|-0.07| 0.44| 0.07
Final consumption expendi-
tures of NPISHs 2............... 27| 08| 97| -08| 6.0/ 0.02| 025/ -0.02| 0.16
Gross output of NPISHs ... 108/ 14| 03| 31| 24| 0.15/-0.03| 0.33| 0.26
Less: Receipts from sales
of goods and services by
NPISHS “....oovviriirins 81| 15| -34| 44| 12| 0.13|-0.28| 0.35| 0.10

1. The estimates under the contribution columns are also percent changes.
2. Net of expenses, or gross operating expenses less primary sales to households.

3. Net of unrelated sales, secondary sales, and sales to business, to government, and to the rest of the world;

excludes own-account investment (construction and software).

4. Excludes unrelated sales, secondary sales, and sales to business, to government, and to the rest of the

world; includes membership dues and fees.

Norte. Percent changes are from NIPA table 2.3.1, and contributions, from NIPA table 2.3.2; shares are calcu-

lated from NIPA table 2.3.5.

NPISHs Nonprofit institutions serving households

Spending for durable goods slowed slightly. The slow-
down mainly reflected a slowdown in spending for
motor vehicles and parts that was partly offset by an
upturn in spending for “other” durable goods.

Spending for nondurable goods picked up. The
pickup primarily reflected an upturn in spending for
food and beverages for off-premises consumption.

Spending for services accelerated. The acceleration
primarily reflected an upturn in spending for financial
services and insurance, but a smaller decrease in hous-
ing and utilities and an upturn in recreation services
also contributed. In contrast, spending for “other” ser-
vices decelerated.

Chart 2. Real Personal Consumption Expenditures

Percent change from the preceding quarter

Seasonally adjusted at annual rates
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Private Fixed Investment

Table 4. Real Private Fixed Investment (PFl)

[Seasonally adjusted at annual rates]

Share of ch .
current- ange from ontribution to percent change
dg',l-?r prec((;((:llrr::%r;])grlod ﬁu real PFI (pergentage poin?s)
(percent)
2012 2011 2012 2011 2012
| I 1} [\ | I 1l vV |
Private fixed investment ' 100.0| 92| 13.0| 63| 4.9 92| 13.0| 6.3
Nonresidential........................... 81.7| 10.3| 15.7| 52| 19| 8.39| 1269 4.30
Structures............coococveviin 21.7| 226| 144| -09| -3.3| 4.52| 3.10| -0.17|-0.74
Commercial and health care 48| 22.7| 108|-135| 87| 1.02| 053|-0.70| 0.40
Manufacturing...........ccccoeee. 23| 554| 35.6| 29.2| 13.6| 0.87| 0.65| 0.56| 0.29
Power and communication 50| 130 19.6| 242| -76| 059| 0.89| 1.09|-0.40
Mining exploration, shafts,
and wells 67| 336| 75|-187|-13.0 2.11| 0.55|-1.49|-0.95
Other structures 2 30| -24| 16.2| 122| -25| -0.06| 0.47| 0.36| -0.08
Equipment and software ...... 600 6.2| 16.2| 7.5 3.9| 3.87| 959 447 2.39
Information processing
equipment and software 297 89| 12| 96| 38| 273 045 277| 1.13
Computers and
peripheral equipment... 54| 505| 12.1| 154| -2.1| 2.30| 0.67| 0.80|-0.12
Software ........cooovveeveeeenes 145| 80| 80| 99| 61, 117 117 1.39| 0.87
97| -6.7|-13.0) 6.0| 39| -0.74| -1.39| 058| 0.38
Industrial equipment 103| -0.8| 31.8| 17.8|-15.0| -0.05| 2.98| 1.78|-1.72
Transportation equipment.... 92| 149| 33.0| 189 21.6| 122 259| 154 1.81
Other equipment S............... 108| -05| 36.7|-13.9| 11.4| -0.03| 357|-162| 1.17
Residential..... 183 42| 13| 11.6| 194 0.78| 0.28 1.98
Structures .. 17.8| 42| 12| 11.8| 20.0| 0.77| 0.25| 1.95| 3.24
Permanent site ... 66| -46| 76| 9.0 263| -0.31| 049| 056 1.54
Single family ... 58| -64| 36| 85| 265| -0.38| 0.21| 046| 1.36
Multifamily 08| 10.0| 41.6| 127| 25.3| 0.07| 0.28] 0.10| 0.19
Other structures © 112| 98| -2.3| 134| 164 1.08| -0.24| 1.39| 1.70
Equipment ... 05 33| 55| 51| -13| 0.02| 0.03] 0.02| -0.01

1. The estimates under the contribution columns are also percent changes.

2. Consists primarily of religious, educational, vocational, lodging, railroads, farm, and amusement and recre-
ational structures, net purchases of used structures, and brokers’ commissions on the sale of structures.

3. Excludes software “embedded,” or bundled, in computers and other equipment.

4. Includes communication equipment, nonmedical instruments, medical equipment and instruments, photo-
copy and related equipment, and office and accounting equipment.

5. Consists primarily of furniture and fixtures, agricultural machinery, construction machinery, mining and
oilfield machinery, service industry machinery, and electrical equipment not elsewhere classified.

6. Consists primarily of manufactured homes, improvements, dormitories, net purchases of used structures,

and brokers’ commissions on the sale of residential structures.

Norte. Percent changes are from NIPA table 5.3.1, contributions are from NIPA table 5.3.2, and shares are

calculated from NIPA table 5.3.5.
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Private fixed investment slowed, reflecting a slowdown
in nonresidential fixed investment that was partly off-
set by a pickup in residential investment.

The slowdown in nonresidential fixed investment re-
flected a slowdown in equipment and software and a
larger decrease in structures.

The larger decrease in structures reflected downturns
in power and communication and in “other” struc-
tures and a deceleration in manufacturing that were
partly offset by an upturn in commercial and health
care and a smaller decrease in mining exploration,
shafts, and wells.

The slowdown in equipment and software primarily
reflected a downturn in industrial equipment and a
slowdown in information processing equipment that
were partly offset by an upturn in “other” equipment.

Residential investment picked up, reflecting pickups in
single-family structures, in “other” structures, and in
multifamily structures.

Chart 3. Real Private Fixed Investment

Percent change from the preceding quarter
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Inventory Investment

Table 5. Change in Real Private Inventories by Industry

[Billions of chained (2005) dollars; seasonally adjusted at annual rates]

Level precaig carter

2012 2011 2012 2011 2012

| I Il vV | I Il % |
Change in private inventories' | 49.1| 39.1| -2.0| 52.2| 57.7|-10.0-41.1| 54.2| 55
Farm.. -78| -87| -6.0| -57| 65| -09| 27| 03| 08
Mining, utilities, and constructio -12| 25| -08| 75| 165 37| -33 83| 9.0
Manufacturing ..........ccccecuomeeenrieneens 33.3| 242| 11.3| 33.0| 150| -9.1|-129| 21.7|-18.0
Durable-goods industries ............ 273 212 19.1| 20.3| 132| -6.1| -2.1 12 -7.1\
Nondurable-goods industries ...... 70| 40| -59| 127 26| -3.0| -9.9| 18.6|-10.1
Wholesale trade 223| 39.0| 64| 31.1|21.1| 16.7|-32.6| 24.7|-10.0
Durable-goods industries 152| 30.6| 232 14.2| 23.1| 154| -74| -9.0| 89
Nondurable-goods industries 75| 10.1|-124| 161 05| 2.6/|-225 285|-15.6
Retail trade...........ccoovvvimvviriicniiinns -0.7| -20.5| -12.7| -17.5| 158|-19.8| 7.8 -4.8| 33.3
Motor vehicle and parts dealers | -9.1| -23.0| -11.1| -16.3| 14.3|-13.9| 11.9| -52| 30.6
Food and beverage stores........... -03| 241 13| -02| 24| 24| -08| -15| 26
General merchandise stores........ 37| -09| -02| 39| 03| -46| 07 41| -3.6
Other retail stores 43| -04| -35| -59|-03| -4.7| -31| -24| 56
Other industries. 39| 15| -04|, 29| -10| -24|-19 33| -3.9
Residual 2 14| 01| 53| 27| 74| | | s [
Addenda: Ratios of private
inventories to final sales of
domestic business: *
Private inventories to final sales | 2.34| 2.34| 2.32| 2.32| 2.32]..ccccc. | covens | v | e
Nonfarm inventories to final sales | 2.14| 2.15| 213| 213| 214 |.ccvves [ coviene | cvvrivnns v
Nonfarm inventories to final sales

of goods and structures........... 3.94| 3.96| 3.90| 3.88| 3.88 .. | e | coveiins [ s

1. The levels are from NIPA table 5.6.6B.
2. The residual is the difference between the first line and the sum of the most detailed lines.
3. The ratios are from NIPA table 5.7.6B.

Note. The chained-dollar series are calculated as the period-to-period change in end-of-period inventories.
Quarterly changes are stated at annual rates. Because the formula for the chain-type quantity indexes uses

weights of more than one period, chained-dollar estimates are usually not additive.

Inventory Investment
The change in real private inventories, often called real pri-
vate inventory investment, represents the change in the
physical stock of goods held by businesses. It includes fin-
ished goods, goods at various stages of production, and raw
materials.

The change in private inventories is a key component of
gross domestic product (GDP), which aims to measure out-
put derived from current production. To include the value
of currently produced goods that are not yet sold and to
exclude the value of goods produced in previous periods, the
change in private inventories must be included in the GDP
calculation.

Thus, GDP can also be seen as the sum of final sales of
domestic product and the change in private inventories
(table 2).

For most industries, the estimates of change in private
inventories are prepared by revaluing book-value estimates
of inventories from the Census Bureau to a replacement-cost
basis and calculating the change over a quarter or a year.
BEA provides estimates for incomplete industry data.

Real inventory investment decelerated in the first
quarter, increasing $5.5 billion after increasing $54.2
billion in the fourth quarter. The slowdown mainly re-
flected downturns in both manufacturing industries
and wholesale trade industries that were partly offset
by an upturn in retail trade industries.

The downturn in manufacturing industries reflected
downturns in both nondurable-goods and durable-
goods industries. First-quarter inventory accumula-
tions in both nondurable-goods and durable-goods
industries were smaller than in the fourth quarter.

The downturn in wholesale trade industries reflected a
downturn in nondurable-goods industries that pri-
marily reflected a smaller inventory accumulation in
merchant wholesale trade in the first quarter than in
the fourth quarter after a drawdown in the third quar-
ter. In contrast, durable-goods industries turned up.

The upturn in retail trade industries primarily re-
flected upturns in motor vehicle and parts dealers, in
“other” retail stores, and in food and beverage stores.

Chart 4. Real Private Inventory Investment
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Exports and Imports

Table 6. Real Exports and Imports of Goods and Services

[Seasonally adjusted at annual rates]

Share of
current- -
Contribution to
otpons|  procading e percent change in
'fnd P (perc%r?t) real exports and imports
imports (percentage points)
(percent)
2012 2011 2012 2011 2012
| I 1l % | 1 1l % |
Exports of goods and
Services ... 1000 36| 47| 27 72| 36| 47 27| 7.2
Exports of goods 2.................... 704| 25| 50| 36| 63| 179, 351 256| 4.51
Foods, feeds, and beverages 57| -74]-195| 63| -0.1|-047| -1.29| 036, 0.01
Industrial supplies and
Matenals........ovveemerrevneriens 228| 62| 44| 86| 09|-148 1.04| 1.94|-0.14
Capital goods, except
AUtOMOtIVe ... 241 157| 101| 15| 11.8| 343 231| 036 273
Automotive vehicles, engines,
and pars.......cccoveeinenes 68| -1.0| 28.0| -9.1| 39.0/-0.06| 1.58 -0.61| 2.22
Consumer goods, except
automotive..... 82| 152| 15| 82|-11.7| 120 0.13| 0.67|-1.03

29|-235| -86| -5.2| 282|-0.83| -0.26| -0.15| 0.73
296| 62| 40| 04| 95 177 1.15| 0.11| 273

Imports of goods and
Services ... 1000 1.4, 12| 37| 61| 140 120 370 6.10 /
Imports of goods 2.................... 840 16| 05| 33| 50| 1.31| 046 2.79| 4.24
Foods, feeds, and beverages 40 38| 48| 182| -3.0| 0.15] 0.19| 0.70|-0.12

Industrial supplies and
materials, except petroleum

and products ... 10.5| 23.5| -2.,5/-13.3| 16.3| 2.37| -0.28| -1.58| 1.62
Petroleum and products.......... 17.3|-113| -68| 3.5|-21.1|-2.11| -1.05| 0.59| -4.09
Capital goods, except

AUtOMOtIVe ......vveuunviiranns 19.8| 168 1.9/ 131| 135| 297 036| 242| 254
Automotive vehicles, engines,

and parts... 10.7|-37.7| 70.6| -0.4| 55.3|-4.39| 4.98| -0.04| 4.60

Consumer goods, excep
automotive..... 184| 48|-111| -05| -5.1| 0.93| -2.28| -0.08| -0.97
32| 542|-371| 29.1| 224| 1.38| -1.46| 0.79| 0.65

160 04| 48| 56| 120 0.07 075/ 088 1.84

Imports of services 2
Addenda:
Exports of agricultural goods 2 6.3[-17.9|-24.9| 12.4| 156 | oo [evvivnnns e | e
Exports of nonagricultural

goods ... 64.1| 51| 86| 28| 54| i e |
Imports of nonpetroleum
GOOUS ..o 66.7| 52| 23| 33| 13.0 | oo v | e

1. The estimates under the contribution columns are also percent changes.

2. Exports and imports of certain goods, primarily military equipment purchased and sold by the federal
government, are included in services.

3. Includes parts of foods, feeds, and beverages, of nondurable industrial supplies and materials, and of
nondurable nonautomotive consumer goods.

Nore. Percent changes are from NIPA table 4.2.1, contributions are from NIPA table 4.2.2, and shares are
calculated from NIPA table 4.2.5.

Exports of goods and services accelerated in the first
quarter of 2012, reflecting accelerations in both ex-
ports of services and exports of goods.

The acceleration in goods exports mainly reflected an
upturn in automotive vehicles, engines, and parts and
an acceleration in nonautomotive capital goods that
were partly offset by downturns in industrial supplies
and materials and in nonautomotive consumer goods.

The acceleration in exports of services mainly re-
flected upturns in travel services and in passenger
fares.

Imports of goods and services accelerated, reflecting
accelerations in both imports of goods and of services.

The acceleration in imports of goods mainly reflected
upturns in automotive vehicles, engines, and parts
and in nonpetroleum industrial supplies and materi-
als that were partly offset by a downturn in petroleum
and products.

The acceleration in imports of services mainly re-
flected an acceleration in travel services and an upturn
in passenger fares. “Other” transportation and “other”
private services also contributed.

Chart 5. Real Exports and Imports of Goods
and Services
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Government Spending

Table 7. Real Government Consumption Expenditures
and Gross Investment (CEGI)
[Seasonally adjusted at annual rates]

Share of
current- Change from Contribution to percent
dollar preceding period change in real CEGI
CEGI (percent) (percentage points)
(percent)
2012 2011 2012 2011 2012
| Il n | v | Il n | v |
Government consumption expen-
ditures and gross investment ' 100.0| -0.9| -0.1| -4.2| -3.9| -0.9| -0.1| -4.2| -3.9
Consumption expenditures........ 843| 05| -0.7| -4.2| -2.3| 0.40|-0.61|-3.57|-1.91
Gross investment..........cco..cununs 15.7| -7.8| 33| -3.7|-12.0|-1.29| 0.52|-0.59 |-1.99
Federal 404| 19| 21| -69| -5.9| 0.78| 0.83 |-2.87 |-2.40 — |
National defense .... 26.8| 7.0 5.0-12.1| -8.3| 1.84| 1.34|-3.47 -2.29
Consumption expenditures........ 235 91| 4.0/-11.6| -6.1| 2.05| 0.94|-2.88|-1.45
Gross investment.. 3.3| -5.8| 11.9|-15.4|-22.5 -0.21 | 0.40 |-0.58 |-0.85
Nondefense 136| -7.6| -3.8| 4.5| -0.8/-1.07|-0.51| 0.60 -0.10
Consumption expenditures........ 11.9| -8.0| 49| 6.1| -0.9|-0.98|-0.58 | 0.70|-0.09
Gross investment..........cco...oee, 17| -5.0| 42| -55| -0.6|-0.09| 0.07 |-0.10|-0.01
State and local 59.6| -2.8| -1.6| -2.2| -2.5-1.67 |-0.93 -1.29 |-1.50
Consumption expenditures 490| -14| -20| -2.8| -0.8|-0.68 |-0.97 |-1.38 |-0.37
Gross investment 10.6| -8.9| 04| 08|-10.2|-0.99| 0.05| 0.09 -1.13

1. The estimates under the contribution columns are also percent changes.

Nore. Percent changes are from NIPA table 3.9.1, contributions from NIPA table 3.9.2, and shares are calcu-

lated from NIPA table 3.9.5.

Government spending decreased less in the first quar-
ter of 2012 than in the fourth quarter. A smaller de-
crease in federal government spending was partly
offset by a larger decrease in state and local govern-
ment spending.

The smaller decrease in federal government spending
reflected a smaller decrease in national defense spend-
ing that was partly offset by a downturn in nondefense
spending. The smaller decrease in national defense
spending was more than accounted for by a smaller
decrease in consumption expenditures. The downturn
in nondefense spending reflected a downturn in con-
sumption expenditures that was partly offset by a
smaller decrease in gross investment.

The larger decrease in state and local government
spending reflected a downturn in gross investment, es-
pecially in structures, that was partly offset by a
smaller decrease in consumption expenditures.

Chart 6. Real Government Consumption
Expenditures and Gross Investment

BEA's First-Quarter Estimates of Defense Spending
The first-quarter decrease in national defense spending

reflected decreases in compensation of employees (accom-
panying a drop in the number of active-duty military per-
sonnel), in purchases of goods and services, and in
investment in defense equipment.

BEA’s estimates are based on data for defense outlays from
the Department of Treasury’s Monthly Treasury Statement
(MTS), which records cash outlays of the U.S. Government.
However, BEA’s national accounts record defense expendi-
tures on an accrual basis in order to more closely match the
flow of expenditures to the flow of economic activity. BEA
routinely incorporates timing adjustments to convert MTS
outlays to NIPA expenditures. As a result, there are occa-
sions, such as the first quarter of 2012, when BEA’s estimates
of defense spending do not track defense outlays as recorded
in the MTS.

For additional details on BEA’s methodology and on the
timing adjustments as they relate to the first-quarter esti-
mates, see the April 27 blog post at blog.bea.gov/2012/04/
27/defense-spending on BEA's Web site.
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Prices

Table 8. Prices for Gross Domestic Purchases

Change from

preceding period

Contribution to percent
change in gross
domestic purchases prices

(percent) (percentage points)
2011 2012 2011 2012
1 Il vV | I Il % |
Gross domestic purchases'................... 33| 20 11| 24| 33 20| 11| 24
Personal consumption expenditures.......... 33| 23| 12| 24| 2.26| 1.60| 0.80| 1.64
51| 29| 00| 25| 1.17| 0.67| 0.00| 0.59 \
Durable goods... 17| -0.5| -25| -1.0| 0.13|-0.04|-0.19|-0.08
Nondurable goods 6.7| 45| 12| 42| 1.04| 0.71| 0.19| 0.66
Services 24| 21| 18| 24| 1.09| 093] 0.79| 1.06
Gross private domestic investmen 22| 11, 14 11| 027 0.14| 0.17| 0.14
Fixed investment 24| 15| 13| 12| 0.28| 0.18| 0.16| 0.14
Nonresidential .| 25| 18| 16| 17| 0.24| 0.17| 0.16| 0.17
Structures...... .| 61| 56| 43| 27| 015/ 0.15| 0.11| 0.07
Equipment and software 12| 04| 06| 14| 0.09| 0.03| 0.04| 0.10 /
Residential 20/ 03| 02| -1.3| 0.04| 0.01| 0.00(-0.03
Change in private inVentories............cccccueee e | vevvnne fevrmeees | cvveeens -0.01/-0.04| 0.01| 0.00
Government consumption expenditures
and gross investment .| 42| 13| 09| 35| 081 0.24| 0.17| 0.66
Federal 38| 1.8 -04| 40| 0.30| 0.14|/-0.03| 0.30 —
National defense .. 38| 15| -06| 50| 0.20| 0.08/-0.03| 0.25
Nondefense.... 37| 23| 01| 19| 0.10| 0.06| 0.00| 0.05
State and local 45| 09| 18| 33| 052| 0.10| 0.20| 0.36
Addenda:
Gross domestic purchases:
57| 42| 35| 11| 0.28| 0.21| 0.18| 0.06
Energy goods and services .. 15.0| 32| -3.0| 7.7| 0.60| 0.13|-0.13| 0.32
Excluding food and energy.... .27 18 12| 23| 246 1.64| 1.10| 2.08
Personal consumption expenditures (PCE):
Food and beverages for off-premises
consumption 6.4 47| 33| 13| [ [eiin [
Energy goods and services .. 15.0| 33| 32| 79 - /
Excluding food and energy.... 23| 21| 13] 24| | v e | s
Gross domestic product (GDP). 25| 26| 09] 17| | v e | s
Exports 88| 19| -37| 34
Imports 125 =1.3] =12 7.7 | | e e | i

1. The estimates under the contribution columns are also percent changes

Note. Most percent changes are from NIPA table 1.6.7; percent changes for PCE for food and energy goods
and services and for PCE excluding food and energy are calculated from index numbers in NIPA table 2.3.4.
Contributions are from NIPA table 1.6.8. GDP, export, and import prices are from NIPA table1.1.7.

498 on BEA’s Web site.

Note on Prices

BEA’s gross domestic purchases price index is the most com-
prehensive index of prices paid by U.S. residents for all
goods and services, regardless of whether those goods and
services were produced domestically or imported. It is
derived from prices of consumer spending, private invest-
ment, and government spending.
The GDP price index measures the prices of goods and
services produced in the United States, including the prices
of goods and services produced for export.
The difference between the gross domestic purchases
price index and the GDP price index reflects the differences
between imports prices (included in the gross domestic pur-
chases index) and exports prices (included in the GDP price
index). For other measures that are affected by import and
export prices, see the dollar depreciation FAQ Answer ID

Prices of goods and services purchased by U.S. resi-
dents, as measured by the price index for gross domes-
tic purchases, accelerated in the first quarter,
increasing 2.4 percent after increasing 1.1 percent. The
pay raise for military personnel added less than 0.1
percentage point to the first-quarter change in the
gross domestic purchases price index.

Consumer prices accelerated, reflecting accelerations
in both goods and services prices. Gasoline and other
energy goods turned up and was the largest contribu-
tor to the acceleration in consumer prices. Pickups in
food services and accommodations and in financial
services and insurance also contributed.

Prices paid for residential investment turned down,
the first downturn since the second quarter of 2010.

Prices paid by the federal government turned up, pri-
marily reflecting an upturn in prices paid for national
defense consumption expenditures; an acceleration in
prices paid for nondefense consumption expenditures
also contributed.

Prices paid by state and local governments accelerated,
primarily reflecting an acceleration in prices paid for
consumption expenditures.

Consumer prices excluding food and energy, a mea-
sure of the “core” rate of inflation, picked up.

The GDP price index increased 1.7 percent, 0.7 per-
centage point less than the increase in the price index
for gross domestic purchases, reflecting a larger in-
crease in import prices (7.7 percent) than in export
prices (3.4 percent).

Chart 7. Gross Domestic Purchases Prices

Percent change at seasonally adjusted annual rates
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Revisions

Table 9. Advance and Second Estimates for the First Quarter of 2012 The second estimate of the first-quarter increase in
[Seasonally adjusted at annual rates] real GDP is 0.3 percentage point less than the advance
Change from Contribution to percent estimate, primarily reflecting a downward revision to
preceding uarter change in real GDP inventory investment, an upward revision to imports,
(percent) (percentage points) .
— Seoond and downward revisions to state and local government
econ econ . .
v:\r?(;e Second| minus v?r?(;e Second| minus spending and to consumer spending that were partly
advance advance offset by upward revisions to nonresidential fixed in-
Gross domestic product (GDP)............. 22| 19| -03| 22| 19| -03 vestment and to exports. The average revision (with-
Personal consumption expenditures.... 29| 27| -02| 204| 190 -0.4 out regard to sign) between the advance estimate and
62| 61| -01| 147| 144| -003 the second estimate is 0.5 percentage point.
Durable goods 15.3| 143 -1.0 1.13| 1.05| -0.08 . .
Nondurable goods 21| 23| 02| 035 038 003 The downward revision to consumer spending re-
SeIVICES ..ooccrvvs 12| 10| -02| 057 047 -0.10 flected small revisions to both services and goods.
Gross private domestic investment .. 6.0 6.3 03| 0.77| 0.81| 0.04 . . . .
Fixed investment ..... 14| 49| 35| 018 061 043 The upward revision to nonresidential fixed invest-
[EEEETE e -2t 191 401 02210201 042~ ment reflected upward revisions to both structures
Structures . -0.35| -0.09| 0.26 .
Equipment and software..... 1.7 013 030 0.17 and equipment and software.
Residential................. 19.1 040| 041 001 The d d revisi . .
Change in private inventories.............cccvucenes | cevveruens 059 021 -0.38 ? ownwar reVISIO.n to 1nventory mvestment was
Net exports of goods and services ... -0.01| -0.08| -0.07 mamly to manufacturmg, to wholesale trade, and to
Exports........ 5.4 073 098 025 retail trade; mining, utilities, and construction inven-
Goods. 41 039 060 021 . sed
Services... 8.6 034 037| 003 tories were revised up.
Imports 43 8| -0.74| -1.05| -0.31 . . .
Goode a0l 50| 20| —04a| 073 —029 Tbe upwar.d revision to exports was r.nalnl?f to indus-
Services... .| 110| 120| 10| -0.30| -0.33| -0.03 trial supplies and materials, to civilian aircraft, en-
Government consumption expenditures and ines, and parts, and to “other” goods; computers
QrOSS INVEStMEN......oooocovvveeeeverrersseens -30| -39/ -09| -0.60| -0.78| -0.18 gines, parts, . 8 i p i
Federal 56| 59| -03| -046| —048| —002 peripherals, and parts was revised down.
National defense... -8.1| -83 -02| -0.44| -046| -0.02 .. . .
Nondefense ..... 06| -08| —02| —0.01| —0.02| 001 The upward revision to imports was mainly nonauto-
State and local .. -12| 25| -13| -0.14| 030 -0.16 motive consumer goods, computers, peripherals, and
Addenda: « » . . . _
Final sales of domestic product 1.6 1.7 0.1 162| 166 0.04 parts, and “other nonautomf)tlve Capltal goods, pe
Gross domestic purchases price index 24| 24/ 00| troleum and products was revised down.
GDP price index 1.5 1.7 0.2 v | e | rereereniene
1. The estimates under the contribution columns are also percent changes. The downward revision to state and local government
spending was primarily to gross investment in struc-
tures.

Source Data for the Second Estimates

Personal consumption expenditures: retail sales for January,
February, and March (revised). Motor vehicle registrations
for March (new). Energy Information Administration data
for retail electricity sales and unit value data for January
(revised) and February (mew), gasoline data for January
(revised) and February (new), and natural gas sales and unit
value data for January (revised) and February (new).

Nonresidential fixed investment: construction spending
(value put in place) for January and February (revised) and
March (new). Manufacturers’ shipments (M3) of machinery
and equipment for January and February (revised) and
March (new). Exports and imports for January and Febru-
ary (revised) and March (new).

Residential fixed investment: construction spending for
January and February (revised) and March (new).

Change in private inventories: manufacturers’ inventories
for January, February, and March (revised) and trade inven-
tories for January and February (revised) and March (new).

Exports and imports: international transactions accounts
for January and February (revised) and March (new).

Government consumption expenditures and gross invest-
ment: state and local construction spending for January and
February (revised) and March (new).

Personal Income for the Fourth Quarter of 2011
With the release of the second estimates of GDP, BEA also
releases revised estimates of various income-related mea-
sures for the previous quarter. This revision reflects the
incorporation of newly available fourth-quarter tabulations
from the Quarterly Census of Employment and Wages from
the Bureau of Labor Statistics.

Wage and salary disbursements increased $28.9 billion, a
downward revision of $60.2 billion. Personal current taxes
increased $10.3 billion, a downward revision of $10.8 bil-
lion. Contributions for government social insurance, which
is subtracted in calculating personal income, increased $3.9
billion, a downward revision of $8.2 billion.

As a result of these revisions,

e Personal income increased $48.9 billion, a downward revi-
sion of $56.4 billion.

e Disposable personal income increased $38.6 billion, a
downward revision of $45.6 billion.

o Personal saving decreased $47.8 billion, a downward revi-
sion of $45.5 billion.

o The personal saving rate was 4.2 percent, a downward revi-
sion of 0.3 percentage point.




10 GDP and the Economy

June 2012

Corporate Profits

Table 10. Corporate Profits

[Seasonally adjusted]

Billions of dollars (annual rate) Percent change from
ding quarter
Change from prece
Level preceding quarter (quarterly rate)
2012 2011 2012 2011 2012
| 1 1l v | I Il % |
Current production measures:
Corporate profits. ..|1,998.3| 612| 325| 16.8| 114| 33| 17| 09| 06
Domestic industries.. . |1,6045| 265| 271| 583 269, 1.8 18| 38| 17
Financial 4788|542 92| 299| 206|-115] 22| 70| 45
Nonfinancial 1,125.7| 80.8| 17.9| 284 63| 81| 17| 26| 06
Rest of the world 3938| 346| 54|-415| -155| 84| 12| -92| -38
Receipts from the rest of
the world .........ccoevuuvueee 628.7| 49.0(-10.5|-252 35| 80| -16| -39| 06
Less: Payments to the
rest of the world............ 2349| 144|-16.0| 164| 19.0| 72| -74| 82| 88
Less: Taxes on corporate
INCOME ... 4865 -1.8| 91| -0.7| 758| -04| -22| -02| 185
Equals: Profits after tax........... 1511.8| 63.0| 41.6| 175 -644| 43| 27| 11| -44
Net dividends ............cccoeeeee. 841.7| 136| 14.0| 103| 100 17| 17| 13| 12
Undistributed profits from
current production ........... 6702 49.3| 27.7| 72| -743| 75| 39| 1.0/-100
Net cash flow ........cccocuvvennene. 1,794.4| 86.2| 358 44.8| -984| 50| 20| 24| -52
Industry profits:
Profits with IVA 2,127.8| 69.1| 37.2| 186| 2418 39| 20| 10| 128
Domestic industries.. . |1,734.0| 34.6| 31.7| 60.1| 257.3| 26| 23| 42| 174
Financial....... ..| 5235|-626| 9.8| 30.1| 447|-107| 22| 67| 93
Nonfinancial. ..[1,2105| 87.1| 22.0| 30.1| 2125| 10.1| 23| 3.1 213
Rest of the world.................. 3938| 346| 54|-415| -155| 84| 12| -92| -38
Addenda:
Profits before tax (without IVA
and CCAd))......coouvvvmvnviinnns 2,155.8| 135| 22.3| -83| 251.2| 07| 12| -04| 132
Profits after tax (without IVA
and CCAd))......vuvvermmrrren 1,669.3| 15.3| 31.4| -7.6| 1754| 141
IVA...... .| -28.0| 55.6| 14.9| 269 -94|.....
CCAd. -1295| -81| -4.6| -1.8|-2304|........

Nore. Levels of these and other profits series are shown in NIPA tables 1.12, 1.14, 1.15, and 6.16D.
IVA Inventory valuation adjustment CCAdj Capital consumption adjustment

Profits from current production increased $11.4 bil-
lion, or 0.6 percent at a quarterly rate, in the first
quarter after increasing $16.8 billion, or 0.9 percent, in
the fourth quarter.

Domestic profits of financial corporations increased
$20.6 billion, or 4.5 percent, after increasing $29.9 bil-
lion, or 7.0 percent.

Domestic profits of nonfinancial corporations in-
creased $6.3 billion, or 0.6 percent, after increasing
$28.4 billion, or 2.6 percent.

Profits from the rest of the world decreased $15.5 bil-
lion, or 3.8 percent, after decreasing $41.5 billion, or
9.2 percent. In the first quarter, receipts increased $3.5
billion and payments increased $19.0 billion.

Taxes on corporate income increased $75.8 billion, or
18.5 percent, after decreasing $0.7 billion, or 0.2 per-
cent. About $50 billion of the increase reflected the ef-
fect of the expiration of “bonus depreciation” in 2011.

After-tax profits decreased $64.4 billion, or 4.1 per-
cent, after increasing $17.5 billion, or 1.1 percent.

Undistributed corporate profits, a measure of net sav-
ing that equals after-tax profits less dividends, de-
creased $74.3 billion, or 10.0 percent, after increasing
$7.2 billion, or 1.0 percent.

Net cash flow from current production, a profits-re-
lated measure of internal funds available for invest-
ment, decreased $98.4 billion, or 5.2 percent, after
increasing $44.8 billion, or 2.4 percent.

Measuring Corporate Profits

Corporate profits is a widely followed economic indicator
used to gauge corporate health, assess investment condi-
tions, and analyze the effect on corporations of economic
policies and conditions. In addition, corporate profits is an
important component in key measures of income.

BEA’s measure of corporate profits aims to capture the
income earned by corporations from current production
in a manner that is fully consistent with the national
income and product accounts (NIPAs). The measure is
defined as receipts arising from current production less
associated expenses. Receipts exclude income in the form
of dividends and capital gains, and expenses exclude bad
debts, natural resource depletion, and capital losses.

Because direct estimates of NIPA-consistent corporate
profits are unavailable, BEA derives these estimates in three
steps.

First, BEA measures profits before taxes to reflect corpo-
rate income regardless of any redistributions of income
through taxes. Estimates for the current quarter are based
on corporate earnings reports from sources including Cen-

sus Bureau Quarterly Financial Reports, Federal Deposit
Insurance Corporation call reports, other regulatory
reports, and tabulations from corporate financial reports.
The estimates are benchmarked to Internal Revenue Ser-
vice data when the data are available for two reasons: the
data are based on well-specified accounting definitions,
and they are comprehensive, covering all incorporated
businesses—publicly traded and privately held—in all
industries.

Second, to remove the effects of price changes on inven-
tories valued at historical cost and of tax accounting for
inventory withdrawals, BEA adds an inventory valuation
adjustment that values inventories at current cost.

Third, to remove the effects of tax accounting on depre-
ciation, BEA adds a capital consumption adjustment
(CCAdj). CCAdj is defined as the difference between capi-
tal consumption allowances (tax return depreciation) and
consumption of fixed capital (the decline in the value of
the stock of assets due to wear and tear, obsolescence, acci-
dental damage, and aging).
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Government Receipts and Expenditures

First Quarter of 2012

ET GOVERNMENT saving, the difference be-

tween current receipts and current expenditures
of the federal government and state and local govern-
ments, was —$1,086.6 billion in the first quarter of
2012, increasing $108.9 billion from —$1,195.5 billion
in the fourth quarter of 2011.

Net federal government saving was —$998.9 billion
in the first quarter, increasing $115.2 billion from
—$1,114.1 billion in the fourth quarter (see page 12).
Current receipts accelerated, while current expendi-
tures turned up in the fourth quarter.

Net state and local government saving was —$87.7
billion in the first quarter, decreasing $6.2 billion from
—$81.5 billion in the fourth quarter (see page 13). Both
current receipts and current expenditures turned up in
the first quarter.

“Net lending or net borrowing (—)” is an alternative
measure of the government fiscal position. Net bor-
rowing is the financing requirement of the government
sector, and it is derived as net government saving plus
the consumption of fixed capital and net capital trans-
fers received less gross investment and net purchases of
nonproduced assets.

Net borrowing was $1,252.4 billion in the first quar-
ter, decreasing $165.2 billion from $1,417.6 billion in
the fourth quarter. Federal government net borrowing
was $1,120.6 billion in the first quarter, decreasing
$170.0 billion from $1,290.6 billion in the fourth quar-
ter. State and local government net borrowing was
$131.8 billion, increasing $4.9 billion from $126.9 bil-
lion in the fourth quarter.

Table 1. Net Government Saving and Net Lending or Net Borrowing
[Billions of dollars, seasonally adjusted at annual rates]

Level | Change from preceding quarter

2012 2011 2012

| I Il % |

Current receipts ........covevevereneinienes 4,320.4| 484| 20.6| 157, 129.7
Current expenditures ......... .| 5,407.0| 105.7| -51.1| -32.6| 20.7
Net government saving ... -1,086.6| -57.3| 71.7| 48.4| 108.9
Federal .......cocvuninnnns .| -9989| -743| 1147| 46.6| 1152
State and local..........cocvevveenieninnne -87.7\ 17.0| -43.0 17/ -6.2
Net lending or net borrowing (-) ... | -1,252.4| -68.9| 74.7| 43.1| 165.2
Federal ..o -1,120.6| -96.6| 114.7| 44.1| 170.0
State and local.........c.cccvrreinnienn. -131.8] 27.7| -39.9| -1.0 -4.9

Stan J. Bellotti prepared this article.
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Government Receipts and Expenditures

June 2012

Federal Government

Table 2. Federal Government Current Receipts and Expenditures
[Billions of dollars, seasonally adjusted at annual rates]

Level Change from preceding quarter
2012 2011 2012
| I Il IV |
Current receipts ........ccccoeovvvrerrennnne 2,711.1 26.2 29.4 103 1173
Current tax receipts .....ovvvvrveeererrernerneennenes 1,654.7 194 144 6.5 101.1

Personal current taxes ..| 1,115.5 18.6 17.9 9.1 23.1

Taxes on production and imports ........... 116.4 5.3 0.3 -0.1 42

Taxes on corporate iNCOME ..........ccceeune 408.3 -5.4 5.5 -1.8| 756

Taxes from the rest of the world ............. 14.5 1.0 17/ -07| -1.8

Contributions for government social
INSUFANCE ..ot 932.2 5.7 14.8 39| 132
Income receipts on assets.. 60.5 0.3 0.6 0.8 42
Current transfer receipts ........c.ocverernn. 66.7 -0.7 -05 03| -05
Current surplus of government enterprises -2.9 1.5 0.1 -1.3| -05
Current expenditures..............c......... 3,710.0| 100.5| -85.3| -36.4 2.2
Consumption expenditures.............ccoeureee. 1,066.4 18.4 74| -180, -05
National defense .| 708.3| 224 98| -233| -16
NONdefense ........cvevvenieneincinininisinis 358.0 -4.0 24 5.3 1.0
Current transfer payments ............cocoevee. 2,286.1 342 -579| -143| 114

Government social benefits. 1,775.7 12.8 8.3 12 119
To persons................ 1,758.2 12.4 8.1 14 112
To the rest of the world......... 17.5 0.4 0.3 -0.3 0.7

Other current transfer payments............. 510.4 214| -66.3| -154| -05
Grants-in-aid to state and local

GOVEINMMENES ....cveeeeceeceeieein 449.4 132| -57.1, -135| -77
To the rest of the world...........ccccevenne 61.1 8.1 -9.1 -2.1 7.4
Interest pPayMeNts ........cccvrevvierieererernnines 295.7 448| -36.2 -43| -6.6
SUBSIAIES ... 61.9 3.0 1.6 01 =20
Less: Wage accruals less disbursements 0.0 0.0 0.0 0.0 0.0
Net federal government saving .............. -998.9| -74.3| 114.7| 46.6| 115.2
Social insurance funds -2872| -1.3 12.4 34| 125
OtheT o -711.7| -73.0| 1023| 432| 1277
Addenda:

Total receipts .........cocoveveveniniineninenne 2,723.7 30.3 25.3 20.5| 118.2
Current reCeipts .......cveveerernererineiens 2,711.1 262 294 10.3| 117.3
Capital transfer receipts ... . 12.6 42| 42 10.3 0.8

Total expenditures.............coccocvinenenne 3,844.3| 1269 -89.4| -235| -51.9
Current expenditures............ccovevveenes 3,710.0| 100.5| -85.3| -36.4 2.2
Gross government investment . .| 1525 -1.3 44| 55| -6.0
Capital transfer payments ................... 125.8| 303| 57 19.3| -44.8
Net purchases of nonproduced assets -05 -05 -04 08| -07
Less: Consumption of fixed capital ..... 143.5 2.2 24 1.8 25

Net lending or net borrowing (-) ........... -1,1206| -96.6 114.7| 441 170.0

Personal current taxes accelerated as a result of accel-
erations in both withheld and nonwithheld income
taxes.

Taxes on corporate income turned up in the first quar-
ter following the expiration at the end of 2011 of the
100 percent bonus depreciation deduction for quali-
fied business investment.

Contributions for government social insurance accel-
erated. Social security contributions were boosted
$3.1 billion as a result of an increase in the maximum
taxable wage base from $106,800 to $110,100.

Consumption expenditures decreased less, reflecting a
smaller decrease in defense spending. In contrast,
nondefense spending decelerated.

Government social benefits to persons accelerated. A
3.6 percent cost-of-living adjustment boosted benefits
for social security, veterans’ pensions, supplemental
security income and other programs by $30.2 billion.
A reduction in refundable tax credits trimmed bene-
fits by $16.7 billion.

Other current transfer payments to the rest of the
world turned up. First quarter transfers were boosted
$1.9 billion ($7.4 at an annual rate), because of eco-
nomic support grants to Israel.

Capital transfer payments turned down in the first
quarter, reflecting capital injected into Fannie Mae
and Freddie Mac following fourth quarter financial re-
sults. About $4.7 billion ($18.9 billion at an annual
rate) was provided to Fannie Mae and Freddie Mac, a
decrease of $36.2 billion at an annual rate.

Federal Government Estimates

Estimates of federal government current receipts, current
expenditures, and net federal government saving are based
on data from the federal budget, from the Monthly Treasury
Statement and other reports from the Department of the
Treasury, and from other federal government agencies.
Total receipts, total expenditures, and net lending or net
borrowing, which are alternative measures of the federal
fiscal position, are based on these same sources.

Quarterly and annual estimates are published monthly in
NIPA table 3.2. Detailed annual estimates of these transac-
tions by component are published annually in NIPA tables

3.4-3.8, 3.12, and 3.13. Detailed quarterly estimates are
available in underlying NIPA tables at www.bea.gov/
national/nipaweb/nipa_underlying/Index.asp.

Each year, BEA translates the information in the federal
budget into a NIPA framework.! For a historical time series
of these estimates, see NIPA table 3.18B, which was pub-
lished in the October 2011 SuRVEY.

1. See Mark S. Ludwick and Stan J. Bellotti, “NIPA Translation of the Fis-
cal Year 2013 Federal Budget,” Survey oF CurreNT Business 92 (March
2012): 11-21.



http:www.bea.gov/national/nipaweb/nipa_underlying/Index.asp
http:www.bea.gov/national/nipaweb/nipa_underlying/Index.asp
http://www.bea.gov/scb/pdf/2012/03%20March/0312_fed-budget.pdf
http://www.bea.gov/scb/pdf/2012/03%20March/0312_fed-budget.pdf
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State and Local Government

Table 3. State and Local Government Current Receipts and Expenditures
[Billions of dollars, seasonally adjusted at annual rates]

Level | Change from preceding quarter
2012 2011 2012
| I Il \% |
Current receipts.......cccoovvvverrerrerrenns 2,058.7| 35.5| -65.9| -8.0 4.6
Current tax receiptS .....cvvvrerrersrsrnrrerernns 1,379.9| 22.8| -10.8 48 11.7

Personal current taxes .........ccccoceveeeeeennn. 3325 11.8] -5.0 1.3 54

Taxes on production and imports............... 996.5 84| -13 3.2 5.5

Taxes on corporate iNCOME. .........cveerreeene 50.9 27| -46 0.3 0.8

Contributions for government social
INSUFANGCE ...oovvvviivieicisis s 21.9 0.3 0.1 0.1 0.1
Income receipts 0N assets........cccvvevieerenee 89.4| -15 05| -0.3 0.1
Current transfer receipts..........coevevverreceeen. 583.3| 143 -556| -11.7| -538
Federal grants-in-aid.... .| 4494| 132 -57.1| -135| -77
Other e 134.0 1.1 1.5 1.8 2.0
Current surplus of government enterprises -158| -04, -0.1 -09| -15
Current expenditures ..............cccc....... 2,146.4| 185 -229| -9.7| 108
Consumption expenditures.............c.cocceeeen. 14792, 112 -68| -6.0 9.1
Government social benefits................c.oueenn. 545.9 68| -188| -51| -0.6
Interest payments..........coocvevereneninesinenns 120.8 0.8 2.6 1.5 2.2
SUDSIAIES ... vvoiee e 05/ -05 0.0 0.1 0.0
Less: Wage accruals less disbursements .... 0.0 0.0 0.0 0.0 0.0
Net state and local government saving.... | -87.7| 17.0| -43.0 17| -6.2
Social insurance funds ..o 2.3 0.2 0.0 00, -0.1
[T OO -90.0| 17.0| -431 18| -6.2
Addenda:

Total receipts..........cccoovvrvivireriicienne 2,128.1 389| -624| -99 -33
CUITent reCeIPtS ...vvuereeeeeeeeereereereeas 2,058.7| 355| -65.9| -8.0 4.6
Capital transfer receipts............ccccrevennes 69.4 34 3i5||N=119|INN=7'9

Total expenditures . 11.2| -224| -9.0 1.6
Current expenditures ..........ccoeeeereerennn. 2,146.4 185 -229| -97 10.8
Gross government investment.............. 320.1| 42 3.7 41| -63
Capital transfer payments .........occvveves [ veveinees | vvveivens | eorvenens | coveiieies | e
Net purchases of nonproduced assets 15.9 0.3 0.2 0.1 0.1
Less: Consumption of fixed capital......... 222.5 34 35 34 3.0

Net lending or net borrowing (-)............... -131.8| 27.7| -39.9| -1.0/ -49

Personal current taxes accelerated in the first quarter,
because of an acceleration in personal income taxes.

Taxes on production and imports accelerated as a re-
sult of an acceleration in sales taxes.

Federal grants-in-aid decreased less in the first quarter
than in the fourth quarter because of an upturn in
health grants that was partly offset by a downturn in
public order and safety grants.

Consumption expenditures turned up in the first
quarter, reflecting an acceleration in compensation of
general government employees, and upturns in expen-
ditures for nondurable goods and for services.

Government social benefits decreased less in the first
quarter as a result of a smaller decrease in Medicaid
benefits and an upturn in other social benefit pay-
ments.

Capital transfer receipts decreased more in the first
quarter than in the fourth quarter, primarily reflecting
a larger decrease in transit and railroad grants, and a
downturn in housing and community service grants.

are mainly based on compilations of data for state and local

Finances series of surveys for the other years. In addition,

Quarterly and annual estimates are available monthly in

Estimates of State and Local Government Receipts and Expenditures
The estimates of state and local government current re- annually in NIPA tables 3.4-3.8, 3.12, and 3.13. Detailed
ceipts and expenditures and total receipts and expenditures quarterly estimates are available in underlying NIPA
tables at www.bea.gov/national/nipaweb/nipa_underlying/
government finances. The Census Bureau produces the pri- Index.asp. For a historical time series of reconciliations of
mary source data: the census of governments that is con- the NIPA estimates with the Census Bureau data from
ducted in years that end in a 2 or a 7 and the Government Government Finances, see NIPA table 3.19.

other sources of Census Bureau data are from the Quarterly —expenditures of state governments and of local
Summary of State and Local Government Tax Revenue and  governments.! These estimates are available annually in
the monthly Value of Construction Put in Place. Data NIPA table 3.20 (state government receipts and expen-
sources from the Bureau of Labor Statistics include the ditures) and in NIPA table 3.21 (local government receipts
Quarterly Census of Employment and Wages and the and expenditures); they were published in the October
Employment Cost Index. 2011 SURVEY.

BEA also prepares annual estimates of receipts and

NIPA table 3.3. Detailed annual estimates of state and

local government transactions by component are available  of Local Governments,” Survey 85 (October 2005): 5-10.

1. Bruce E. Baker, “Receipts and Expenditures of State Governments and



www.bea.gov/national/nipaweb/nipa_underlying/Index.asp
www.bea.gov/national/nipaweb/nipa_underlying/Index.asp
http://www.bea.gov/scb/pdf/2005/10October/1005_gce.pdf
http://www.bea.gov/scb/pdf/2005/10October/1005_gce.pdf
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Returns for Domestic Nonfinancial Business

By Andrew W. Hodge, Robert J. Corea, James M. Green, and Bonnie A. Retus

HE PROFITABILITY of domestic nonfinancial

corporations rose in 2011 for the second consecu-
tive year, according to statistics from the Bureau of
Economic Analysis (BEA). A similar but broader mea-
sure of profitability for nonfinancial industries—which
includes proprietors’ income—rose in 2010, the most
recent year for which these statistics are available, after
declining for 4 consecutive years.

Once a year, BEA reports on aggregate rates of return
for domestic nonfinancial corporations, nonfinancial
industries, and a few major industry groups—mining,
construction, and utilities; manufacturing; wholesale
and retail trade; and “other” nonfinancial industries.
Various Q ratios, which compare the financial market
value of assets with their replacement costs, are also
presented.

These broad measures of profitability may be useful
to economists and policymakers. They show differ-
ences in rates of return by industry group and annual
changes in these rates of return. Industry sector perfor-
mance is now available through 2010, and corporate
performance is available through 2011. Thus, the sta-
tistics presented in this article show the full effect of
the recent recession, and the corporate returns data
capture 2 full years of the recovery through 2011.

The returns in this article are calculated as the ratio
of the net operating surplus to the net stock of pro-
duced assets. For nonfinancial corporations, the net
operating surplus is the return accruing to capital after
labor costs, taxes on production and imports (less sub-
sidies), consumption of fixed capital, and intermediate
inputs are deducted from receipts. The net operating
surplus is defined as the sum of corporate profits, net
interest, and business current transfer payments (table
1).! Produced assets refer to the net stock of capital
plus inventories valued at current cost.

1. Corporate profits and net interest are based on tabulations of “company”
data rather than “establishment” data. As a result, net operating surplus of
nonfinancial corporations includes the income earned by the corporation’s
financial services-producing establishments, and it excludes income earned
by the nonfinancial establishments of financial corporations.

These corporate returns statistics for 2008-2010
have been revised based on estimates from the national
income and product accounts (NIPAs) and the fixed
assets accounts. The statistics on industry returns are
calculated using data from the annual industry ac-
counts, the NIPAs, and the fixed assets accounts. To
calculate the Q ratios, additional data were drawn from
the Federal Reserve Board’s flow-of-funds accounts.

Table 1. Net Operating Surplus and Produced Assets of Domestic
Nonfinancial Corporations and Nonfinancial Industries, 2000-2011
[Billions of dollars]

Nonfinancial Industries
Nonfinancial . .
corporations Total utim;glsr,]%nd Manu- \glggl:ees;l”e _ Other | Ié‘lqgfggﬂgjng
construction facturing trade industries industries?
Net operating surplus (before tax)
2000..... 708.2| 1,320.1 197.9 208.8 219.4 604.0 -28.2
2001..... 626.7| 1,310.4 2045 2487 2152 642.1 -45.3
2002..... 647.1| 1,395.6 181.6 2723 2218 719.9 33.2
2008..... 699.2| 1,492.3 2159 269.5 237.8 769.1 55.5
2004..... 877.5| 1,756.4 257.0 3737 248.6 877.1 98.9
2005..... 1,025.1| 1,900.9 2791 432.9 260.9 928.0 118.3
2006..... 1,163.7| 2,017.5 303.7 4827 2735 957.7 115.9
2007..... 1,137.4| 2,109.5 2937 507.4 2859 1,022.5 112.2
2008..... 1,070.8| 2,040.3 278.4 4227 255.2| 1,084.1 114.6
2009..... 964.2| 1,849.8 186.0 4114 263.4 989.0 134.1
2010..... 1,167.8| 2,216.8 201.8 560.0 311.7| 11,1433 179.6
2011..... 1,260.2 | coooovirreins | cerrrerinniiens | evvisenrnens | ensiesinenes | sereessneis | s
Produced assets, average of yearend values

2000..... 8,219.5| 10,036.4 1,736.4| 2,200.7| 1,698.8| 4,400.6 4134
2001..... 8,648.3| 10,574.7 1,859.1| 2,253.4| 1,760.8| 4,701.5 448.0
2002..... 8,952.1| 10,973.8 1989.1| 22752| 1,8029| 4,906.7 455.9
2008..... 9,238.2| 11,360.3 2,096.4| 2,290.4| 1,877.3| 5,096.3 453.6
2004..... 9,746.6 | 12,019.3 2,267.4| 2,350.2| 2,007.0| 5,394.8 464.1
2005..... 10,550.8 | 13,030.7 2,565.9| 2,4748| 2,179.7| 58103 486.0
2006..... 11,405.9 | 14,101.2 2,884.9| 2,610.7| 2,339.4| 6,266.3 510.3
2007..... 12,155.1| 15,048.0 3,161.3| 2,762.1| 24774| 6,647.2 534.1
2008..... 12,838.6 | 15,900.0 3,4479| 2,8991| 2577.9| 6975.2 559.6
2009..... 12,906.1 | 16,004.0 3,501.7| 2,900.0| 2,537.5| 7,064.9 564.2
2010..... 12,807.2| 15,913.5 3,493.0| 2,8755| 2,5503.9| 7,041.0 554.1
2011..... 18,507.5 | oo [ o s | e | srviesssnsins | s

1. Consists of agriculture, forestry, fishing and hunting; transportation and warehousing; information;
rental and leasing services and lessors of intangible assets; professional, scientific, and technical
services; administrative and waste management services; educational services; health care and social
assistance; arts, entertainment, and recreation; accommodation and food services; and other services,
except government.

2. Information-communication-technology (ICT)-producing industries consists of computer and elec-
tronic products; publishing industries (includes software); information and data processing services;
and computer systems design and related services. Computer and electronic products are included in
manufacturing; the other ICT-producing industries are included in “other” industries.

Nore. Industrywide net operating surplus for 2011 will be available from the fall 2012 update of the
annual industry accounts.
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Corporate returns

In 2011, corporate rates of return on both a before-tax
and an after-tax basis rose for the second consecutive
year. Before-tax rates of return rose 0.2 percentage
point to 9.3 percent in 2011 after sharply increasing 1.6
percentage points in 2010 from the cyclical low of 7.5
percent in 2009 (chart 1 and table 2). Since 1970, be-
fore-tax corporate rates of return have remained in a
range from a low of 6.5 percent in 1982 to a high of
10.7 percent in 1997.

Other measures of profits—such as BEA’s measure of
corporate profits from current production—have
shown a rising economic share since 1970. The mea-
sures presented in this article exclude the volatile finan-
cial sector. They compare returns of nonfinancial
corporations with their assets rather than with gross
domestic product (GDP) or corporate value added.
Business assets have grown at roughly the same rate as
profits since 1970. Therefore, returns on assets have re-
mained in a stable range since 1970, as shown in chart
1, which also shows net returns as a share of net value
added.

Industry returns

Rates of return can also be calculated for industry sec-
tors using data from the annual industry accounts,
which provide annually updated data on 65 industries
that together account for total economic activity. Simi-
lar to the method used to calculate the rates for nonfi-
nancial corporations, the rates of return for industry

SURVEY OF CURRENT BUSINESS 15

Table 2. Rates of Return and Shares of Net Value Added for Domestic
Nonfinancial Corporations and Nonfinancial Industries, 20002011

[Percent]
’c\‘;gg::{?g:?sl Nonfinancial Industries (before tax)
/?;tfr B?;c))(re Total utim;glsr,]ghd fa’\ggﬂilﬁg Ve\llgglsestzli? ind(ag!]reiés‘ Ié‘lgg(ragﬁ%g
construction trade industries 2
Rates of return
2000 .. 65| 86(13.2 11.4 13.6 12.9 13.7 -6.8
2001 6.0 7.2(124 11.0 11.0 12.2 13.7 -10.1
2002 61| 72127 9.1 12.0 12.3 14.7 7.3
2003 6.1 7.6|13.1 10.3 11.8 127 15.1 12.2
2004 71| 9.0|14.6 1.3 15.9 12.4 16.3 21.3
2005 .. 71| 9.7|146 10.9 17.5 12.0 16.0 243
2006 .. 75| 102|143 10.5 18.5 1.7 15.3 227
2007 6.9 94/14.0 9.3 18.4 11.5 15.4 21.0
2008 .. 6.6| 83[128 8.1 14.6 9.9 15.5 20.5
2009 .. 61| 75116 5.3 14.2 10.4 14.0 23.8
2010 73] 9.1]139 5.8 19.5 125 16.2 324
2011.. TE] 93| | e [ | e | e | e
Shares of net value added

2000 .. 11.5| 15.1]20.4 30.9 23.9 17.9 18.1 -7.9
2001 11.2| 13.6(20.0 30.5 213 17.4 18.4 -14.0
2002 11.8| 13.9(20.7 276 23.1 17.6 19.8 9.1
2003 11.7] 145|211 30.3 225 18.1 20.1 14.5
2004 .. 13.3| 16.9(23.1 32.8 28.6 18.0 213 22.6
2005 .. 135| 18.4(23.5 32.7 31.2 17.9 21.2 24.8
2006 14.4| 19.6(23.7 325 34.1 17.8 20.7 233
2007 .. 13.8| 18.6(23.6 30.8 34.9 18.0 20.7 21.8
2008 .. 13.8| 17.5|22.6 28.9 30.7 16.4 21.2 219
2009 13.8| 16.8(21.7 235 32.0 17.7 20.0 25.5
2010.. .| 1565| 19.3|245 255 38.7 19.9 218 30.4
2011 15,9 198 | i | o [ | | vt | e

1. Consists of agriculture, forestry, fishing and hunting; transportation and warehousing; information; rental
and leasing services and lessors of intangible assets; professional, scientific, and technical services; adminis-
trative and waste management services; educational services; health care and social assistance; arts, enter-
tainment, and recreation; accommodation and food services; and other services, except government.

2. Information-communication-technology (ICT)-producing industries consists of computer and electronic
products; publishing industries (includes software); information and data processing services; and computer
systems design and related services. Computer and electronic products are included in manufacturing; the
other ICT-producing industries are included in “other” industries.

Nore. Industrywide rates of return for 2011 will be available from the fall 2012 update of the annual industry
accounts.

Chart 1. Rates of Return and Shares of Net Value Added for Nonfinancial Corporations, 1960-2011
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16 Returns for Domestic Nonfinancial Business

sectors are calculated as net operating surplus divided
by the net stock of produced assets.

Like the net operating surplus of nonfinancial cor-
porations, the net operating surplus of nonfinancial in-
dustries includes corporate profits, business transfer
payments, and net interest. However, it also includes
proprietors’ income, which reflects the income of sole
proprietorships and partnerships.? For this article, real
estate, which includes owner-occupied housing, is ex-
cluded from the nonfinancial industry data to allow for
a better comparison with the nonfinancial corporate
returns data, which do not reflect home ownership.

Most of the difference between the total industry
rates of return and the corporate rates of return can be
attributed to the inclusion of net operating surplus and
produced assets of proprietors in the industry esti-
mates. However, several statistical differences between
the annual industry accounts and the NIPAs also affect
the estimates. Notably, the annual industry accounts
include adjustments that (1) exclude the financial ser-
vices-producing establishments of primarily nonfinan-
cial corporations and (2) include the nonfinancial
services-producing establishments of primarily finan-
cial corporations as well as a share of the NIPA statisti-
cal discrepancy. Despite the differences between the
total industry rates and the pretax corporate rates, the
annual patterns of change of each are similar (chart 2).

After declining for 4 consecutive years, the rates of
return to total nonfinancial industries increased 2.3

2. Proprietors’ income reflects both the return accruing to capital and the
return to proprietors’ and partners’ labor, but these returns are not identi-
fied in the data.

Chart 2. Rates of Return for Domestic Nonfinancial
Corporations and Industries, 2000-2011

June 2012

percentage points to 13.9 percent in 2010. Similarly,
the nonfinancial industries’ share of net value added
increased 2.8 percentage points to 24.5 percent in 2010
from 21.7 percent in 2009.

Specific industry groups

Along with the total returns for nonfinancial indus-
tries, returns were calculated for the following four
nonfinancial industry groups: mining, construction,
and utilities; manufacturing; wholesale and retail
trade; and “other” nonfinancial industries (table 2 and
chart 3).2

For all four industry groups, rates of returns in-
creased in 2010. The manufacturing industry group
had the largest increase, 5.3 percentage points, growing
to 19.5 percent in 2010 from 14.2 percent in 2009. For
the manufacturing group, the 2010 rate of return was
the highest for all years in the series. Mining, construc-
tion, and utilities experienced the slowest growth
among the four industry groups; the rate of return was
5.8 percent in 2010, up 0.5 percentage point from 5.3
percent in 2009.

Similar to the industry groups’ rates of return, their
shares of net value added also increased. The manufac-
turing industry group had the largest increase, 6.7 per-
centage points, growing to 38.7 percent in 2010 from

3. The “other” nonfinancial industry group consists of agriculture, for-
estry, fishing, and hunting; transportation and warehousing; information;
rental and leasing services and lessors of intangible assets; professional and
business services; administrative and waste management services; educa-
tional services, health care, and social assistance; arts, entertainment, recre-
ation, accommodation, and food services; and other services, except
government.

Chart 3. Rates of Return for Domestic Nonfinancial
Industry Groups, 2000-2010
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32.0 percent in 2009. The “other” nonfinancial indus-
tries group had the slowest growth; the share was 21.8
percent in 2010, up from 20.0 percent in 2009.

Rates of return were also calculated for information-
communication-technology (ICT)-producing indus-
tries.* The returns for these industries increased 8.6
percentage points to 32.4 percent in 2010 from 23.8
percent in 2009, the second consecutive year of growth.
The notable increase reflects an increase in net operat-
ing surplus and a decrease in produced assets. Likewise,
the ICT share of net value added increased for the third
straight year, increasing 4.9 percentage points to 30.4
percent in 2010 from 25.5 percent in 2009.

Users may find these consistent series of nonfinan-
cial industry rates of return and capital stock helpful for
comparative studies. For example, from 2006 to 2010,
the mining, construction, and utilities industry group
consistently had the lowest rates of return, reflecting the
highest average percentage growth in produced assets,
which grew at an annual rate of 4.9 percent. Conversely,
returns to the manufacturing industry group regularly
exceeded the national average, reflecting slow growth
(an average of just 2.4 percent) in produced assets over
the period.

Q ratios

Tobin’s Q, or simply “Q,” is the ratio of financial-mar-
ket valuation of corporate assets to the current-cost
value of the assets. A Q ratio above 1 indicates that fi-
nancial markets value corporate assets above the re-
placement costs; as a Q ratio rises above 1, companies
may be more inclined to make direct investments in
plant and equipment. A value of Q below 1 indicates
that the financial markets value corporate assets below
the replacement costs; as Q falls below 1, companies
may be more inclined to buy other companies for their
capacity than to make direct investments.
Three Q-type ratios for domestic nonfinancial cor-
porations are defined as follows:
e Q1 is calculated as the market value of outstanding
equity divided by the net stock of produced assets.
Q2 adds the book value of outstanding corporate
bonds to the numerator used in Q1. The inclusion
of bonds makes Q2 a more complete measure of
invested capital, but including them at historical
cost is clearly inconsistent with the underlying

4. This industry group consists of computer and electronic products;
publishing industries (includes software); information and data processing
services; and computer design and related services. Computer and elec-
tronic products are included in the manufacturing group; the other ICT-
producing industries are included in the “other” nonfinancial industries

group.
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rationale for Q, which is to provide a comparison of
market valuation with replacement cost.

Q3 adds an estimate of the market value of out-
standing corporate bonds and net liquid assets to
the numerator used in Q1.7
All three Q ratios reached record highs in 1999 since

BEA began reporting this series (chart 4 and table 3).
By 2008, all three Q ratios reached record lows for the
decade, and Q1 and Q3 fell below 1, partly reflecting
the recession-related stock market declines. All three
ratios were also depressed because the capital stock
(the denominator) continued to grow, though at lesser
rates, in 2007 and 2008. The capital stock used for
these calculations, which are not adjusted for inflation,
had grown in every year since 1960 until a decline in

5. The market value of bonds outstanding is approximated by a proce-
dure developed by James Tobin and Dan Sommers. In brief, the process
begins with published book values of bonds outstanding and the assump-
tion that a bond matures in 10 years and carries a coupon rate equal to the
Baa rate that prevailed in the year the bond was issued. Net liquid assets are
estimated as financial assets less liabilities other than municipal securities,
corporate bonds, and mortgages. The data are from the Board of Governors
of the Federal Reserve System, Flow of Funds Accounts of the United States,
statistical release Z.1 and “Selected Interest Rates,” statistical release H.15
(Washington, DC: Board of Governors). The data are available at www.
federalreserve.gov/releases/Z1 and www.federalreserve.gov/releases/h15.

Table 3. Q-type Ratios, 1960-2011

Qi" | Q22 | @33 Qi | Q22| Q3@
0.77| 093] 0.75]1986... 052 0.69 0.67
090| 1.07| 0.89]1987.. 0.51| 0.69] 0.65
085 1.02| 0.86]1988.. 0.54| 0.73] 0.68
090| 1.07| 0.92]1989.. 063| 0.82| 078
101 1.18| 1.05]1990... 057| 0.76] 0.72
1.08| 125 1.12]1991 0.74| 0.94| 0.89
087| 1.04| 0.94]1992 0.79| 1.00| 0.96
1.03| 121| 1.11]1993.. 0.85| 1.06| 1.01
142| 1.30| 1.20(1994.. 080| 1.01| 0.94
0.86| 1.03| 0.95]1995 101 1.22] 1.12
0.78| 0.96| 0.86]1996.. 1.02| 1.24] 1.10
0.84| 1.03| 0.92]1997.. 124 1.48] 1.29
097| 1.15| 1.03]1998 149 1.75| 152
068| 0.86] 0.74]1999.. 1.87| 2.15| 1.83
039| 055| 0.41]2000.. 152| 1.79] 1.41
046| 0.62| 0.57]2001.. 126 1.56] 1.17
052| 067| 0.68]2002.. 092| 1.23] 084
041| 056| 0.53]2003.. 118 1.49] 1.09
0.38| 053] 0.50]2004.. 124 155| 1.13
040| 053] 0.52]2005.. 120 1.49| 1.01
046| 058| 0.57]2006 128 1.56] 1.06
0.37| 048] 0.49]2007 129 1.58] 1.09
0.38| 050| 0.51]2008.. 0.78| 1.07| 0.70
043| 055| 0.55]2009... 096 1.28| 0.82
039| 052| 0.51[2010.... 112 1.48] 0.85
046| 0.60| 0.602011 oo 1.05| 1.42] 0.74

1. Q1 is the market value of outstanding equity divided by the net stock of produced assets valued at
current cost.

2. Q2 is the market value of outstanding equity plus book value of outstanding corporate bonds
divided by the net stock of produced assets valued at current cost.

3. Q3 is the market value of outstanding equity plus market value of outstanding corporate bonds
plus net liquid assets divided by the net stock of produced assets valued at current cost.


www.federalreserve.gov/releases/h15
www.federalreserve.gov/releases/Z1
www.federalreserve.gov/releases/Z1
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2010. In that year, the lagged effect of reduced new
fixed asset investments in dollar terms combined with
a reported dollar inventory decline reduced the dollar
value of the produced asset capital stock by $98.9 bil-
lion, or 0.8 percent.

The stock market recovery began in April 2009, and
financial asset values for all three measures were higher
on average in 2009 and 2010. By 2010, the three Q
measures had further recovered to levels that ranged

Returns for Domestic Nonfinancial Business

June 2012

from 0.85 for Q3 to 1.48 for Q2, though still below the
2007 levels. In 2011, all three Q measures declined, to
0.74 for Q3, to 1.42 for Q2, and to 1.05 for Q1. Finan-
cial asset values for the three reported measures were
roughly unchanged, and the stock market component
was down only 1.0 percent. However, all three Q ratios
declined because of the renewed rise of the produced
asset capital stock denominator, which was up 5.5 per-
cent in 2011.

Chart 4. Q-Type Ratios and Market Capitalization of Domestic Nonfinancial Corporations, 1960-2011
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U.S. Travel and Tourism Satellite Accounts for

2003-2011

By Steven L. Zemanek

HE TRAVEL and tourism industry—as measured

by the real output of goods and services sold di-
rectly to visitors—increased 3.1 percent in 2011 after
increasing 2.9 percent in 2010, according to the most
recent statistics from the travel and tourism satellite
accounts of the Bureau of Economic Analysis (BEA).
In comparison, the broader economy—as measured by
real gross domestic product—increased 1.7 percent in
2011 after increasing 3.0 percent in 2010.! In 2011, di-
rect tourism employment increased 1.8 percent, the
first increase in 3 years, after decreasing 1.4 percent in
2010.

Highlights from the travel and tourism satellite ac-
counts include the following:

e Twenty of twenty-four commodities contributed to
the growth in real tourism output in 2011, includ-
ing traveler accommodations, food and beverage
services, and international passenger air transporta-
tion.

eInbound tourism increased 11.3 percent in 2011,
and outbound tourism increased 3.0 percent. As a
result, travel and tourism net exports increased to
$41.7 billion in 2011 from $29.8 billion in 2010.

e Prices for tourism goods and services increased 5.2
percent in 2011 after increasing 3.5 percent in 2010.
The largest contributor to the price growth was gas-
oline prices, and the next largest were domestic pas-
senger air passenger and travelers accommodations.
These revised statistics on travel and tourism pri-

marily reflect the incorporation of detailed data from
BEA's first “flexible” annual revision of the industry ac-
counts for 2003-2010 and summary statistics from the
national income and product accounts through 2011.
As a result of the flexible annual revision, the usual re-
vision period of 3 years was extended to include
2003-2010 in order to incorporate improvements in
source data and methodology. The travel and tourism
accounts are available on the BEA Web site at
www.bea.gov; see the box “Data Availability.”

The remainder of this article discusses trends in
travel and tourism output and prices, the composition
of tourism demand, and tourism value added and em-
ployment. The core travel and tourism accounts tables
follow the article.

1. All measures of travel and tourism activity that are not identified as
being in “real” terms are in current dollars.

Trends in Output and Prices

Real output

Real direct travel and tourism output accelerated
slightly, increasing 3.1 percent in 2011 after increasing
2.9 percent in 2010 (table A). The acceleration of real
output in 2011 was concentrated in a few commodi-
ties. The biggest contributors to the growth in real out-
put were traveler accommodations, food and beverage
services, and international passenger air transporta-
tion. Traveler accommodations, which grew 5.9 per-
cent, contributed 1.02 percentage points. Four
commodities contributed negatively to the growth;
gasoline was the largest negative contributor, subtract-
ing 0.26 percentage point from growth (tables B, C,
and chart 1).

Prices

Travel and tourism price growth accelerated in 2011,
increasing 5.2 percent after increasing 3.5 percent in
2010 (table D, page 21). The largest contributors to the
acceleration were gasoline, traveler accommodations,
and nondurable personal consumption expenditures

Chart 1. Contributions to Annual Growth in Real
Tourism Output in 2008-2011
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Table A. Annual Growth in Real Output by Tourism Commodity in 2003-2011
[Percentage change from preceding period]
Commodity 2003 2004 2005 2006 2007 2008 2009 2010 2011
All tourism goods and services 4.6 6.5 33 4.0 1.8 -5.4 -9.4 2.9 3.1
Traveler accommodation: 5.9 8.8 57 58 39 0.9 -6.4 6.5 5.9
Food and beverage services 55 6.5 6.1 4.0 0.5 -7.3 -12.8 45 4.8
Transportation 2.8 4.4 1.5 2.1 2.3 -5.8 -5.4 2.7 1.4
Passenger air transportation 8.4 3.9 -0.4 1.8 2.1 -35 -5.7 1.3 12
Domestic passenger air transportation services 14.8 -1.4 -6.1 -17 0.3 -5.6 -5.9 -4.4 0.2
International passenger air transportation services -5.1 174 1.4 8.0 5.0 -0.2 -5.1 9.7 2.4
All other transportation-related commodities -1.2 47 29 2.4 24 -7.3 -5.1 3.7 16
Passenger rail transportation services 6.1 8.2 -6.6 -0.3 10.0 -15 -0.2 -89 -39
Passenger water transportation services 15.9 8.0 1.3 41 48 1.6 -0.9 0.5 0.3
Intercity bus services 1.2 -1.1 1.3 -2.1 -0.3 14 -19.4 0.7 2.4
Intercity charter bus services 5.5 -5.5 -6.3 8.8 -105 55 -18.7 57 26
Local bus and other transportation services -3.6 -14 11.9 45 0.4 -9.8 -12.6 -45 -1.7
Taxicab service -18.9 6.5 7.6 12.9 -1.3 -9.5 -9.8 -4.6 0.0
Scenic and sightseeing transportation services -15 55 0.5 24 74 0.3 -9.2 13.0 1.8
Automotive rental and leasing 0.0 6.7 6.2 0.8 29 -5.6 -147 45 9.2
Other vehicle rental and leasing 7.8 6.2 10.6 5.4 2.7 -4.0 -9.8 11 2.1
Automotive repair services -12.7 -4.0 -5.6 -15 -6.0 -175 13.9 -25.0 -9.7
Parking 15.2 6.6 -0.1 -7.8 0.6 -10.9 -7.0 0.4 0.8
Highway tolls 9.5 0.2 -6.6 -14.0 48 9.1 6.9 -1.9 -4.8
Travel arrangement and reservation services 54 10.2 48 3.3 8.7 1.8 -12.1 10.6 9.3
Gasoline -4.4 26 2.3 2.8 0.7 -12.3 35 6.4 2.8
Recreation, entertainment, and shopping 5.8 79 25 54 05 -8.0 -15.1 -0.7 2.7
Recreation and entertainment 56 5.8 1.5 44 1.3 -7.8 -12.0 -0.9 2.9
Motion pictures and performing arts 8.4 46 22 2.6 0.4 -10.1 -9.7 -4.3 0.2
Spectator sports 4.1 116 4.4 5.1 2.0 -12.7 -19.8 -2.6 1.3
Participant sports 0.9 6.2 5.1 57 2.0 -11.1 -19.1 -9.0 4.1
Gambling 7.0 7.9 -0.5 6.9 1.6 -5.1 -9.1 1.8 05
All other recreation and entertainment 4.3 0.3 1.7 -0.4 0.4 -72 -12.1 08 6.8
Nondurable PCE commodities other than gasoline. 6.0 9.6 3.3 6.2 -0.1 -8.1 -17.6 -05 2.6
PCE Personal consumption expenditures
Table C. Real Output by Tourism Commodity in 20062011
P . . Millions of chained (2005) dollars
Table B. Contributions to Growth in Real Tourism Output [ (2005) |
by Tourism Commodity in 2006-2011 Commodity 2006 | 2007 | 2008 | 2009 | 2010 | 2011
[Percentage points] All tourism goods and services .. .| 729,450 | 742,520 | 702,673 | 636,718 | 654,881 | 675,433
Traveler accommodations ... .. | 135,840 | 141,085 | 142,396 | 133,301 | 141,936 | 150,246
Commodity 2006 | 2007 | 2008 | 2009 | 2010 | 2011 Food and beverage service: . [119,652 (120,243 | 111,481 | 97,182|101,529 | 106,386
Transportation 270,091 | 276,251 | 260,131 | 246,103 | 252,842 | 256,501
All tourism goods and SErviCes ..............ccouererererneinnens 398 1.79| -5.37| -9.39| 2.85| 3.14 Passenger air transportation..............cc.cevevennne 109,744 /112,097 | 108,175 | 102,037 | 103,388 | 104,617
Traveler accommodations 105 072| 0147|-127| 126| 1.02 Domestic passenger air transportation
Food and beverage SErvices ............c.reeereeieesnrennns 0.65| 0.08| -1.17| -2.10| 0.70| 0.66 services 67,680| 67,878| 64,044 | 60,240 | 57,619 | 57,741
Transportation 0.81| 0.86| -2.25| -1.98| 1.07| 0.89 International passenger air transportation
Passenger air transportation 0.28| 0.32| -0.55| -0.90| 0.23| 0.52 services 42,121| 44,228 | 44124 | 41,860 | 45,924 | 47,025
Domestic passenger air transportation services . -0.17| 0.03| -0.53| -0.57| -0.42| 0.02 All other transportation-related commodities ... | 160,281 | 164,083 | 152,035 | 144,264 | 149,590 | 151,967
International passenger air transportation services 045 0.29| -0.02| -0.33| 0.64| 0.50 Passenger rail transportation services ......... 1,205| 1,325| 1305| 1,303| 1,187 1,141
All other transportation-related commoditie . 0.54| -1.70| -1.08| 0.84| 0.37 Passenger water transportation services 8,502| 8,909| 9,049| 8,967| 9,008 9,037
Passenger rail transportation services... . 0.02| 0.00/ 0.00| -0.02| -0.01 Intercity bus services.......... . 1,702 1,697 1,722 1,388| 1,398 1,364
Passenger water transportation services . 0.05| 0.02| -0.01| 0.00| 0.00 Intercity charter bus services.. .| 1939 1735 1,831| 1,489| 1574| 1615
Intercity bus services . 0.00| 0.00| -0.05| 0.00| 0.00 Local bus and other transportation services 3,792 3,807| 3434| 3,002| 2869| 2820
Intercity charter bus services 0.02| -0.03| 0.01| -0.05| 0.01| 0.01 Taxicab services . .| 4377| 4320 3908| 3,5523| 3,363| 3,362
Local bus and other transportatiol 0.02| 0.00| -0.05| -0.06 | -0.02 | -0.01 Scenic and sightseeing D
Taxicab services 0.07| -0.01| -0.05| -0.06 | -0.03| 0.00 services 2,944 3163| 3173| 2,880| 3,254| 3314
Scenic and sightseeing transportation services... 0.01| 0.03| 0.00|-0.04| 0.06| 0.01 Automotive rental and leasing 28,441| 29,255| 27,623 | 23,560 24,613| 26,888
Automotive rental and leasing.... . . . . . . Other vehicle rental and leasing . 754 774 743 670 678 692
Other vehicle rental and leasing. . Automotive repair services ......... 11,406 | 10,724 | 8,846 10,075| 7,555| 6,819
Automotive repair services . Parking 1,931 1,943 1,732 1,610 1,616 1,629
Parking . . . . Highway tollS.........vvvveerrieriececnan 579 551 501 536 525 500
Highway tolls . . . . . . Travel arrangement and reservation services | 33,276 | 36,170 | 36,834 | 32,381 | 35,816| 39,137
Travel arrangement and reservation services................ 0.15| 0.39| 0.09|-0.61| 0.50| 0.41 Gasoline. 59,439| 59,851| 52,505| 54,330 | 57,794 56,154
Gasoline 024| 0.06|-1.20| 0.29| 0.55| -0.26 Recreation, entertainment, and shopping . | 204,034 | 205,042 | 188,707 | 160,174 | 159,055 | 163,426
Recreation, entertainment, and shopping .. E 0.13| -2.12| -4.03| -0.17| 0.57 Recreation and entertainment............. 88,596 | 89,712| 82,735| 72,815| 72,127 | 74,245
Recreation and entertainment.... . 0.15 -0.92| -1.41| -0.11| 027 Motion pictures and performing arts 14,414 | 14,472 | 13,015| 11,756 | 11,253 | 11,272
Motion pictures and performing . 0.01| -0.19| -0.18| -0.08| 0.00 Spectator sports . 7,748| 7,906| 6,903| 5537| 5394| 6,002
Spectator sports . 0.02| -0.14| -0.20| -0.02| 0.08 Participant sports 11,938 | 12,171| 10,818 8,752| 7,968| 8,296
Participant sports X 0.03| -0.17| -0.28| -0.11| 0.04 Gambling 36,936 37,531| 35,620| 32,366 | 32,953 | 33,117
Gambling . 0.08| -0.25| -0.46| 0.09| 0.02 All other recreation and entertainment ......... 17,556 | 17,624 | 16,361 | 14,382 | 14,491| 15,470
All other recreation and entertainment . 0.01| -0.17| -0.29| 0.02| 0.13 Nondurable PCE commodities other than
Nondurable PCE commodities other than gasoline. 0.94| -0.02| -1.20| -2.62| -0.06| 0.29 gasoline 115,444 115,318 | 105,959 | 87,317 | 86,889 | 89,150
PCE Personal consumption expenditures PCE Personal consumption expenditures
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Table D. Annual Growth in Prices for Tourism Commodities in 2006-2011 Table F. Chain-Type Price Indexes for Tourism Commodities in 2006-2011

[Percentage change form preceding period] [Index numbers, 2005=100]
Commodity 2006 | 2007 | 2008 | 2009 | 2010 | 2011 Commodity 2006 | 2007 | 2008 | 2009 | 2010 | 2011
All tourism goods and services 45| 37| 57| -33| 35| 52 All tourism goods and services ... 108.4| 114.5| 110.7 | 114.6 | 120.5
Traveler accommodations 36| 44| 19| 32| 06| 24 Traveler accommodations .6 108.1| 110.2| 106.7 | 106.1| 108.7
Food and beverage Services ... 32| 37| 45| 38 12| 24 Food and beverage Services ............cueimmrnrineineinniinns 2| 107.0| 111.8| 116.0| 117.5| 120.3
Transportation 7.1 42| 95| 90| 78| 94 Transportation 111.6| 122.1] 111.1| 119.9| 131.2
Passenger air transportation 67| 28| 102| -86| 90| 76 Passenger air transportation 7| 109.7| 120.8| 110.5| 120.4| 129.5
Domestic passenger air transportation services 7.3 13| 102| -68| 72| 79 Domestic passenger air transportation services . 107.3| 108.7| 119.8| 111.7| 119.7 | 129.1
International passenger air transportation services 55| 53| 102|-11.3| 113 18 International passenger air transportation services 105.5| 111.1| 122.4| 108.6 | 120.9 | 123.1
All other transportation-related commodities.. 74| 52| 90| 94| 71| 108 All other transportation-related commodities 107.4| 112.9] 123.0| 111.5| 119.4| 132.3
Passenger rail transportation services ... 72| 47| 38| 14| 07| 44 Passenger rail transportation services .... 107.2| 112.3| 116.5| 118.2| 119.0| 124.3
Passenger water transportation services .| -04| -06| -16| -9.3 12 -0.9 Passenger water transportation services 99.1| 97.4| 884| 894| 886
Intercity bus services 72| 08| 64| 39| 46| 56 Intercity bus services 108.1| 1150 119.5| 125.0| 131.9
Intercity charter bus services ... 35| 31 24 13| 03] 44 Intercity charter bus services .. 106.8| 109.4| 1109 111.2| 116.1
Local bus and other transportati . 39| 23| 31 30| 39| 47 Local bus and other transporta 106.3| 109.6| 112.8| 117.2| 122.7
Taxicab services 34| 20| 40| 47| 40| 46 Taxicab services 4| 105.5| 109.7 | 114.8| 119.4| 124.9
Scenic and sightseeing transportation services. 36| 30| 25 13| 03| 0.1 Scenic and sightseeing transportation services.. 103.6| 106.8| 109.4| 110.8| 111.2| 111.3
Automotive rental and leasing ... 64| 25/ 86| 91| -09| -25 Automotive rental and leasing ..... 109.0| 118.4| 129.2| 128.1 | 124.9
Other vehicle rental and leasing 09| 64| 68| -27| 26| 47 Other vehicle rental and leasing .. 107.3| 114.7| 111.6| 1145| 119.8
Automotive repair services 42| 34| 49| 44 19| 20 Automotive repair services 107.7| 113.0| 117.6| 119.8| 1222
Parking 29| 33| 65| 78| 33| 23 Parking 106.3| 113.3| 122.1| 126.1| 129.1
Highway tolls 10.7| 58| 136| -7.5| 58| 86 Highway tolls .7 117.1| 133.1| 123.1| 130.2 | 141.3
Travel arrangement and reservation services................ 35| 22| 00| 07| 09| 06 Travel arrangement and reservation services................ 103.5| 105.8| 105.8| 106.6 | 107.5| 108.2
Gasoline 127 97| 171| -272| 183| 26.7 Gasoline .
Recreation, entertainment, and shopping .. 24| 26| 36 14 12| 23 Recreation, entertainment, and shopping ... .
Recreation and entertainment... 32 3.2 3.3 0.5 14 1.3 Recreation and entertainment. .
Motion pictures and performin 35| 35| 26 15 1.4 1.0 Motion pictures and performing .
Spectator sports 37| 50| 53| 26| 22| -02 Spectator sports )
Participant sports 21 18 11| 07| 07| -25 Participant sports .
Gambling 32| 30| 38| -03 17| 32 Gambling .
All other recreation and entertainment 34| 36| 36 1.6 1.1 0.1 All other recreation and entertainment .
Nondurable PCE commodities other than gasoline 1.7 241 38| 20| 10| 31 Nondurable PCE commodities other than gasoline. 101.7| 103.8| 107.7| 109.9| 111.0| 1144
PCE Personal consumption expenditures PCE Personal consumption expenditures

commodities (shopping). Gasoline prices grew 26.7 Total output

percent and contributed 2.70 percentage points to the Total tourism-related output increased to $1.37 trillion
growth in prices in 2011 after contributing signifi- in 2011, up 8.4 percent from $1.26 trillion in 2010. In
cantly in 2010. Traveler accommodations grew 2.4 per- 2011, total output consisted of $814.1 billion in direct
cent and contributed 0.53 percentage point, its first tourism output and $554.9 billion in indirect tourism
positive contribution in 3 years. Shopping grew 3.1 output. The 1.68 ratio of total output to direct output
percent and contributed 0.43 percentage point. These means that every dollar of direct tourism output re-
positive contributions were partly offset by a few com-  quired an additional 68 cents of indirect tourism out-
modities, primarily automotive rental and leasing put (chart 3).

which subtracted 0.12 percentage point from growth

in prices (tables E, F and chart 2). Chart 2. Contributions to Annual Growth in the

Table E. Contributions to Annual Growth in the Cham'Type Price Index for Tourism Goods and
Chain-Type Price Indexes for Tourism Commodities in 2006-2011 Services in 2008-2011
[Percentage points]
Percent
Commodity 2006 | 2007 | 2008 | 2009 | 2010 | 2011 4
All tourism goods and Services ................ccoouvviincrivicnnnniens 449| 3.71| 566 -3.28| 3.46| 520
Traveler accommodations 0.67| 0.81| 0.38] -0.59| -0.12| 0.53 3 Overall annual growth
Food and beverage Services ............ccocninriieieniisinninens 052 059| 0.72| 054| 020| 0.42 5.7 % in 2008
Transportation 264| 161 361| -354| 3.08| 3.67 -3.3% in 2009

3.5 %in 2010
5.2 % in 2011

Passenger air transportation ... .| 1.01| 044 158| -1.34| 143| 093
Domestic passenger air transp .
International passenger air transportation servi
All other transportation-related commodities
Passenger rail transportation services .

Passenger water transportation services . .| 0.00|-0.01| -0.02| -0.10| 0.01| -0.01 1
Intercity bus services 0.02| 0.00| 002 001 0.01| 0.01
Intercity charter bus services 0.01| 0.01| 001| 000| 0.00| 0.01
Local bus and other transportation services. 0.02| 0.01] 0.02| 001 0.02| 0.02 0

Taxicab services 002| 001| 002| 002| 002| 003
Scenic and sightseeing transportation services .
Automotive rental and leasing .

Other vehicle rental and leasin 0.00| 0.01| 0.01| 0.00| 0.00| 0.01 -1

Automotive repair services .| 007| 005 0.07| 0.05| 003 0.03 )

Parking 0.01| 0.01| 0.02| 0.02| 0.01| 0.01 = Traveler accommodations

Highway tolls 0.01| 0.00{ 0.01|-0.01| 0.01| 0.01 Food and beverage services

Travel arrangement and reservation services................ 0.16| 0.10| 0.00| 0.03| 0.05| 0.04 -2 = Transportation

Gasoline 1.04| 085| 152| -258| 1.53| 270 - -
Recreation, entertainment, and shopping .| 066| 070 095 0.31| 0.30| 0.58 Recreanonv, entertainment,

Recreation and entertainment......... 0.39| 0.38] 039| 0.06| 0.16] 0.16 3 and shopping

Motion pictures and performing arts .| 007| 007 005 0.03 002 0.02

Spectator sports 0.04| 005 005/ 0.02| 0.02| 0.00

Participant sports 0.03| 0.03| 0.02]-0.01| 0.01| -0.03

Gambling 0.16| 0.15( 0.19| -0.02| 0.08| 0.17 -4

All other recreation and entertainment. .| 0.08] 009 008 0.03 0.03| 000 2008 2009 2010 2011

Nondurable PCE commodities other than g

PCE Personal consumption expenditures U.S. Bureau of Economic Analysis
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Chart 3. Total Tourism-Related Output in 2008-2011
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Direct tourism output includes goods and services
sold directly to visitors, such as passenger air travel. In-
direct tourism output includes the sales of all goods
and services used to produce that direct output, such
as jet fuel to fly the plane and catering services for lon-
ger international flights.

The Composition of Tourism Demand
The travel and tourism accounts include estimates of
the composition of tourism demand by type of visitor.
They distinguish expenditures of U.S. residents travel-
ing abroad from those of U.S. residents and nonresi-
dents traveling within the United States for leisure,
business, or government purposes. Net exports of
tourism trade is derived by subtracting expenditures
on foreign travel by U.S. residents (an import of goods
and services to outbound travelers) from expenditures
on U.S. travel by nonresidents (an export of goods and
services to inbound travelers).

International travel and tourism

Current-dollar international travel (the sum of in-
bound and outbound travel) increased 7.7 percent in
2011 after increasing 7.9 percent in 2010.

Inbound travel and tourism. This consists of
travel-related expenditures and international transpor-
tation purchases from U.S. providers by nonresidents
traveling in the United States. Inbound tourism activ-
ity grew 11.3 percent to $148.4 billion in 2011 after in-
creasing 11.7 percent in 2010 (chart 4). The growth
reflected the improvement of the global economy, as
the number of visitors from countries with strong for-
eign currencies continued to increase.’

2. See Sarah P. Scott and Alexis N. Chaves, “U.S. International Transac-
tions,” Survey 92 (April 2012): 22-31.
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Chart 4. U.S. Trade in Tourism in 2006-2011
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Outbound travel and tourism. This consists of
travel-related expenditures and international transpor-
tation purchases from foreign providers by U.S. resi-
dents traveling abroad. In 2011, outbound activity
increased 3.0 percent to $106.7 billion. The increase in
inbound activity was larger than the increase in out-
bound activity, which resulted in a robust increase to
$41.7 billion in travel and tourism net exports (table
G).

Internal travel and tourism. This consists of
travel and tourism within the borders of the United
States—the sum of domestic activity and inbound

Table G. U.S. International Travel and Tourism in 2006-2011

[Billions of dollars]

2006 | 2007 | 2008 | 2009 | 2010 | 2011
Total international travel and tourism.................. 206.9 | 226.3 | 252.9| 219.6| 236.8 | 255.0
Inbound travel and tourism ...... .| 107.0] 121.4| 140.2| 119.4| 133.3| 1484
Outbound travel and tourism.... .| 100.0| 104.8| 112.7| 100.2| 103.5| 106.7
Net exports of travel and tourism..........cc.c.couvuvneees 70| 166 275| 192 298| 417

Data Availability

The detailed annual statistics on travel and tourism
activity for 2010 are presented in eight tables at the
end of this article. The complete set of detailed annual
statistics for 1998-2010, advance statistics on output
and employment for 2011, and quarterly statistics on
output and employment for 1998-2011, are available
on BEA’s Web site at www.bea.gov under “Industry”
and “Satellite Accounts.”

The advance estimates for 2011 are presented in
three tables: the first table presents direct and total
tourism-related output, the second table presents
direct and total tourism-related employment, and the
third table presents real tourism output.



http:www.bea.gov
http://www.bea.gov/scb/pdf/2012/04%20April/0412_itaq%20text.pdf
http://www.bea.gov/scb/pdf/2012/04%20April/0412_itaq%20text.pdf
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activity.’ In 2010 (the most recent year for which data
are available), inbound travel and tourism activity ac-
counted for 14.7 percent of the total internal tourism,
3.5 percentage points higher than its low of 11.2 per-
cent in 2003 (table H and chart 5).

Table H. Internal Travel and Tourism in the United States
by Residents and Nonresidents in 2004-2010

SURVEY OF CURRENT BUSINESS

Millions of dollars Share
Year . :
. Nonresidents . Nonresidents
Residents (inbound) Total Residents (inbound)

549,995 74,613 624,607 88.1 11.9
593,195 81,843 675,038 87.9 121
646,023 85,815 731,838 88.3 11.7
673,897 96,922 770,819 87.4 12,6
655,426 110,387 765,813 85.6 14.4
576,391 94,185 670,576 86.0 14.0
602,257 103,440 705,697 85.3 147

Chart 5. Inbound Tourism’s Share of Internal
Travel and Tourism in 20062010

Percent

15.0

14.5

14.0

135

23

percent in 2010 (the most recent year for which data
are available) (table I and chart 6).

Domestic travel and tourism

Domestic tourism includes travel and tourism by U.S.
residents within the borders of the United States.
Travel to Puerto Rico, the U.S. Virgin Islands, and the
other U.S. territories are outside of this defined bound-
ary and are classified in “international travel.” The
travel and tourism accounts break out all the expendi-
tures on domestic travel and tourism by type of visitor:
resident households, business, and government. Busi-
ness’ share of domestic travel and tourism continued
to decline, decreasing to 31.9 percent in 2010 (the most
recent year for which data are available). Government
expenditures accounted for 4.9 percent of domestic
travel and tourism in 2010, a slight decrease from
2009. In general, government travel is more stable than
business or leisure travel, and as a result, its share tends
to increase during downturns and decrease during up-
turns in travel and tourism. (table J and chart 7).

Table I. National Travel and Tourism
in the United States and Abroad in 2004-2010
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U.S. Bureau of Economic Analysis

2010

National tourism. This consists of travel and tour-
ism by U.S. residents, both within the United States
and abroad—the sum of domestic tourism and out-
bound tourism. The calculation of outbound tourism
includes all expenditures on international transporta-
tion, whether purchased from foreign providers or U.S.
providers so that expenditures by U.S. residents travel-
ing within the United States (domestic tourism) are
consistent with expenditures by U.S. residents traveling
abroad (outbound tourism). Outbound tourism’s
share of national tourism achieved a new high of 18.5

3. As a component of internal tourism, the calculation of inbound tour-
ism is modified to exclude all expenditures on international transportation,
whether purchased from foreign providers or U.S. providers so that expen-
ditures by U.S. residents traveling within the United States (domestic tour-
ism) can be compared with expenditures by nonresidents traveling within
the United States (inbound tourism).

Millions of dollars Percent
Year Inthe Abroad Total “Inthe Abroad
United States | (outbound) United States | (outbound)
549,995 112,285 662,280 83.0 17.0
593,195 121,341 714,536 83.0 17.0
646,023 130,639 776,662 83.2 16.8
673,897 137,225 811,122 83.1 16.9
655,426 144,647 800,073 81.9 18.1
576,391 127,557 | 703,948 81.9 18.1
602,257 136,449 738,707 815 18.5

Chart 6. Outbound Tourism’s Share of National
Travel and Tourism in 2006-2010
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Table J. Domestic Travel and Tourism by Type of Visitor in 2004-2010

Millions of dollars Percent
Year Resident Resident
households Business | Government| Total households Business | Government
352,585 | 177,811 26,631 | 557,027 63.3 31.9 438
375,251 | 199,380 26,208 | 600,839 62.5 332 44
405,254 | 220,773 27,807 | 653,834 62.0 338 43
422,036 | 231,513 28,369 | 681,918 61.9 34.0 4.2
405,734 | 228,482 29,055| 663,270 61.2 344 44
364,533 | 189,168 29,806 | 583,507 62.5 324 5.1
384,720 | 194,734 30,109 | 609,563 63.1 31.9 49

Chart 7. Business Travel’s Share of Domestic
Travel and Tourism in 20062010
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Tourism Value Added and Employment

Value added

A sector’s value added measures its contribution to
gross domestic product (GDP). In 2010 (the most re-
cent year for which data are available), the travel and
tourism industry’s share of GDP was 2.7 percent (table
K). Travel and tourism’s share of GDP remains a larger
share of GDP than industries such as utilities, com-
puter and electronic products manufacturing, and
broadcasting and telecommunications.

Direct employment

Direct tourism employment includes jobs that involve
producing goods and services that are sold directly to
visitors (such as restaurant servers, hotel clerks, and

Table K. Travel and Tourism as a Share
of Gross Domestic Product in 2004-2010

Billions of dollars Percent
Year - ]

Gross domestic . Tourism value added

product (GDP) Tourism value added as a share of GDP
11,853 355 3.00
12,623 376 2.98
13,377 402 3.01
14,029 422 3.01
14,292 399 2.79
13,939 370 2.65
14,527 394 2.7

U.S. Travel and Tourism Satellite Accounts
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flight attendants). Direct employment increased 1.8
percent in 2011. The largest contributor to the increase
was food services and drinking places, which contrib-
uted 1.16 percentage points to the growth in direct
tourism employment. Traveler accommodations also
contributed to the increase in direct employment, 0.63
percentage point (table L and chart 8). Besides food

Table L. Contributions to Growth in Employment
by Tourism Industry in 2006-2011

[Percentage points]

Industry 2006 | 2007 | 2008 | 2009 | 2010 | 2011
All tourism industries 1.88| 1.01|-4.24| -8.35| -1.44| 1.82
Traveler accommodations 022| 0.39|-0.02| -1.63| 0.34| 063
Nonfarm residential tenant occupied permanent site 0.00| 0.01| 0.00|-0.01| -0.01| 0.00
Food services and drinking places 113| 045| -1.61| -351| 0.89| 1.16
Transportation 0.05| 0.14| -0.44| -127| -0.68| 0.23
Air transportation services .| -0.10| 0.08| -0.05| -0.43| -0.13| 0.16
Al other transportation-related industries... 0.15| 0.07|-0.38| -0.83| -0.55| 0.07
Rail transportation services...... 0.00| 0.01|-0.01 0.01|-0.03/ 0.00
Water transportation services 0.03| -0.02| -0.03| -0.07| -0.01| 0.01
Interurban bus transportation ... -0.01| -0.01| 0.00| -0.01{ 0.00| 0.00
Interurban charter bus transportation -0.01| 0.00| 0.01 -0.02| -0.01| 0.01
Urban transit systems and other transportation. 0.05| 0.02| -0.07| -0.08| -0.03| 0.01
Taxi service 0.06| 0.05|-0.04| -0.07| -0.04| 0.02
Scenic and sightseeing transportation services 0.00| 0.01| 0.0 -0.02| 0.00| 0.01
Automotive equipment rental and leasing.. 0.01| 0.03| -0.03| -0.22| -0.08| 0.04
Automotive repair services 0.00| -0.03| -0.12| 0.11| -0.24 | -0.06
Parking lots and garages .. 0.00| 0.00| 0.01-0.01| 0.00| 0.01
Toll highways -0.01| 0.00| 0.00| 0.00| 0.00| 0.00
Travel arrangement and reservation services................ 0.01 -0.39| -0.08

Petroleum refinerie
Gasoline service stations.
Recreation, entertainment, and shopping..
Recreation and entertainment..........
Motion pictures and performing arts..

Spectator sports
Participant sports
Gambling
All other recreation and entertainment ..............ccccovene.
Shopping 0.24| -0.05| -1.01| -0.65| -1.09
Industries producing nondurable PCE commodities,
excluding petroleum refineries...............cccoovvvvcieenniens 0.00| -0.18| -0.30 | -0.20 | -0.30
Retail trade services, excluding gasoline service
stations 0.24| 0.13| -0.70| -0.45| -0.79
All other industries 020 0.01| -0.40| -0.07 | -0.44
All other industries, excluding wholesale trade and
transportation services 0.03| 0.00| -0.04| -0.10| 0.02
Wholesale trade and transportation services .................... 0.17| 0.01| -0.36| 0.03| -0.46

PCE Personal consumption expenditures

Chart 8. Contributions to Annual Growth in Direct
Tourism Employment in 2008-2011
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services and drinking places and traveler accommoda-
tions, employment in most other industries held con-
stant or decreased slightly in 2011 (table M).

Table M. Direct Employment by Tourism Industry in 2006-2011

[Thousands]

Industry 2006 | 2007 | 2008 | 2009 | 2010 | 2011

All tourism industries 6,022 | 6,083 | 5,825 | 5,339 | 5,262 | 5,358
Traveler accommodations 1,348 1,371| 1,370| 1,275| 1,293 | 1,326
Nonfarm residential tenant occupied permanent site ... 10 10 10 9 9 9
Food services and drinking places 1,985| 1,888 | 1,683 | 1,731 1,792
Transportation 1,173| 1,146| 1,072 | 1,036 | 1,048
Air transportation services 485| 482| 457| 450| 458

All other transportation-related industries .

687

664

615

586
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Chart 9. Total Tourism-Related Employment in

2008-2011

Rail transportation services 9 9 8 9 7 7
Water transportation services ...
Interurban bus transportation....
Interurban charter bus transportation.
Urban transit systems and other transportation ..
Taxi service 50 53 51 46 44 46
Scenic and sightseeing transportation services..
Automotive equipment rental and leasing
Automotive repair services

Parking lots and garage 14 14 15 14 14 15
Toll highways 4 4 4 4 4 3
Travel arrangement and reservation services................ 204| 204, 203, 180, 176| 176
Petroleum refineries 7 8 7 7 7 7
Gasoline service stations 82 81 7 73 72 72
Recreation, entertainment, and shopping .. 1,277 | 1,278 | 1,169 | 1,061 980| 97
Recreation and entertainment........... 65! 65! 609 538| 515 514
Motion pictures and performing arts... 28 27 24 21 20 20
Spectator sports 76 77 68 60 57 58
Participant sports 243| 242| 215| 180| 164| 163
Gambling 175 180| 179| 169| 168| 167
All other recreation and entertainment...............c....ccc.... 131 130| 122| 108| 106| 106
Shopping 625| 622| 561 523 465| 456

Industries producing nondurable PCE commodities,
excluding petroleum refineries ...............coevveverrrennns 172 161| 143| 131| 115 112

Retail trade services, excluding gasoline service

stations 453| 461| 418| 392| 350| 344
All other industries 265| 266| 241| 237| 214| 212

All other industries, excluding wholesale trade and
transportation services 75 75 73 67 68 69
Wholesale trade and transportation services....................

PCE Personal consumption expenditures

Total employment

Total tourism-related employment (the sum of direct
and indirect jobs) increased to 7.5 million jobs in 2011.
The 7.5 million jobs consisted of 5.4 million direct
tourism jobs and 2.1 million indirect tourism jobs
(chart 9). Direct tourism employment comprises jobs
that produce direct tourism output, such as airline pi-
lots, and indirect tourism employment comprises jobs
that produce indirect tourism output, such as refinery
workers producing jet fuel. The most recent data indi-
cate that for every 10 direct tourism jobs generated, an
additional 4.0 jobs are indirectly generated.

Data Table Guide

The revised estimates for 2010 are presented in a set of
eight core tables: (1) production of commodities by in-
dustry, (2) supply and consumption of commodities,
(3) demand for commodities by type of visitor, (4)
output and value added by industry, (5) output by
commodity, (6) employment and compensation of
employees by industry, (7) total tourism-related em-
ployment by industry, and (8) real tourism output.
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Table 1. Production of Commodities by
Industry

This table presents 26 industry categories that produce
goods and services purchased by visitors and the
value of that production. It presents estimates of each
industry’s value added and the three value-added com-
ponents: compensation of employees; taxes on produc-
tion and imports, less subsidies; and gross operating
surplus.

The estimates of commodities purchased by visitors
and the industries that produce the commodities are
from the annual input-output (I-O) accounts. Produc-
tion data are extracted and arranged into a matrix.
This table shows the tourism-related commodities
(rows) produced by each tourism-related industry
(columns).

Table 2. Supply and Consumption of
Commodities

This table presents information on the supply of 32
commodities (valued in producers’ prices and pur-
chasers’ prices), and the consumption of these com-
modities (valued in purchasers’ prices) as intermediate
purchases by business and government and as final
purchases by resident households, business, govern-
ment, and foreigners.

The estimates of total supply in purchasers’ prices
are derived by summing domestic production by
commodity in producers’ prices, imports, wholesale
and retail margins, and transportation costs and by
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adjusting for change in private inventories. Total con-
sumption is the sum of intermediate expenditures
(private and government), personal consumption ex-
penditures, gross private fixed investment, govern-
ment final expenditures, and exports of goods and
services.

Data on imports, changes in private inventories,
wholesale trade and transportation costs, and retail
trade margins are extracted from the annual I-O ac-
counts and added to the estimates for domestic pro-
duction in table 1 to arrive at estimates for total supply
by commodity. Then, using more data from the an-
nual I-O accounts, the estimates for total supply are
disaggregated into intermediate private expenditures,
intermediate government expenditures, personal con-
sumption expenditures, gross private fixed investment,
government final expenditures, and exports.

Table 3. Demand for Commodities by Type of
Visitor

This table details the portion of total consumption of
each commodity consumed by four types of visitors:
resident households, businesses, government, and
nonresidents. For each commodity, the table presents
the share of its output that is sold to visitors that is in-
dicated by the commodity’s tourism commodity ratio,
which is calculated as visitor consumption divided by
total consumption.

These estimates are based on survey data on visitor
spending behavior that are used to break down total
consumption estimates from the supply and consump-
tion of commodities table into tourism demand by
type of visitor.* Total tourism demand is the sum of de-
mand by the four types of visitors.

In table 3, the commodities have been adjusted to
remove travel agency commissions from the commod-
ity on which the commissions were earned. These
removed commissions are included in “travel arrange-
ment and reservation services”; in contrast, in table 3a,
the commodities have not been adjusted to remove the
travel agency commissions.

Table 4. Output and Value Added by Industry

This table presents estimates of tourism output, inter-
mediate consumption, and value added by industry. It
also presents each industry’s total output, total inter-
mediate consumption, and total value added. Each in-
dustry’s tourism industry ratio is also provided; this

4. The surveys used to estimate demand for commodities by type of visi-
tor are the Consumer Expenditure Survey of the Bureau of Labor Statistics,
the In-Flight Survey of the Department of Commerce’s International Trade
Administration, and private surveys done by D.K. Shifflet and Associates.
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ratio represents the share of each industry’s output, in-
termediate consumption, and value added that is con-
sumed by visitors.

Tourism industry ratios are calculated from esti-
mates in the production by industry table (table 1) and
from the demand for commodities table (table 3). The
industry output estimates from the production table
are multiplied by the tourism commodity ratios from
the demand table in order to obtain tourism industry
ratios. The estimates of tourism output, tourism inter-
mediate consumption, and tourism value added are
calculated by multiplying industry output, intermedi-
ate consumption, and value added by the tourism in-
dustry ratios.

Table 5. Output by Tourism Commodity

This table presents estimates of direct tourism output
and total tourism-related output by commodity. For
each commodity, the table also presents domestic
production (at purchasers’” prices), the tourism com-
modity ratio, and the total commodity output multi-
plier.

For each commodity, direct tourism output is calcu-
lated by multiplying the values for total commodity
production in table 1 by the tourism commodity ratios
in table 3. Then, using total commodity output multi-
pliers derived from the annual I-O accounts, each
commodity’s total tourism-related output is estimated
by multiplying its direct tourism output by its total
output multiplier.

Table 6. Employment and Employee
Compensation by Industry

This table presents estimates of tourism employment,
tourism compensation, and average compensation per
tourism employee by industry. This table also presents
total industry employment, total industry compensa-
tion, and tourism industry ratios.

Industry employment and compensation data are
extracted from the annual I-O accounts and multiplied
by each industry’s tourism output ratio from table 4 to
produce estimates for tourism employment and tour-
ism compensation by industry. Average compensation
per tourism employee by industry is calculated by di-
viding tourism compensation by tourism employment
for each industry.

Table 7. Total Tourism-Related Employment
by Industry

This table presents estimates of direct tourism employ-
ment, the total industry multiplier, and the total tour-
ism-related employment.
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Using total industry employment multipliers from
BEAs regional economic accounts, each industry’s to-
tal tourism-related employment is estimated by multi-
plying its direct tourism employment by its total
employment multiplier.

Table 8. Real Tourism Output by Commodity

This table presents estimates of direct tourism output
in current dollars by commodity (which are also pre-
sented in table 5), chain-type price indexes for each
commodity, and real output for each commodity.
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Price data are extracted from the annual I-O ac-
counts to calculate chain-type price indexes for 21 of
the 24 tourism commodities. The remaining three
tourism commodities—international passenger air
transportation, gasoline, and nondurable personal
consumption expenditures commodities other than
gasoline—use price data from the national income and
product accounts. The chain-type indexes are used
to deflate the estimates of current-dollar direct tour-
ism output to prepare estimates of real tourism out-
put.

The following key terms are used to describe the travel
and tourism satellite accounts.

Domestic tourism. Travel-related expenditures by U.S.
residents traveling within the United States. It comprises
travel by resident households, business travel, and travel
by government employees.

Inbound tourism. Travel-related expenditures by non-
residents traveling within the United States and expendi-
tures by nonresidents on international transportation
purchased from U.S. providers. ! These expenditures
exclude expenditures for travel to study in the United
States and for medical reasons.

Internal tourism. The sum of domestic tourism
expenditures and inbound tourism expenditures (net of
all international transportation expenditures).

National tourism. The sum of domestic tourism
demand and outbound tourism demand (including all
international transportation expenditures).

Outbound tourism. Travel-related expenditures by
U.S. residents traveling abroad and expenditures by U.S.
residents on international transportation purchased from
foreign providers.

Tourism commodities. Goods and services that are
typically purchased by visitors, such as airline passenger
transportation, hotel accommodations, and meals.>

1. In the travel and tourism satellite accounts, inbound and outbound
visitors are not differentiated by type of visitor, because the data to pre-
pare these estimates are not available.

2. The classification of tourism commodities in the travel and tourism
satellite accounts is based on a list of primary activities of visitors that
was developed from recommendations by the World Tourism Organi-
zation, by the Organisation for Economic Co-operation and Develop-
ment, and from various surveys of U.S. visitors.

Key Terms

Tourism employment. Total tourism-related employ-
ment consists of direct tourism employment plus indirect
tourism employment. Direct tourism employment com-
prises all jobs where the workers are engaged in the pro-
duction of direct tourism output (for example, hotel staff
and airline pilots), and indirect tourism employment
comprises all jobs where the workers are engaged in the
production of indirect tourism output (for example,
workers producing hotel toiletries and delivering fuel to
airlines).

Tourism output. Total tourism-related output consists
of direct tourism output and indirect tourism output.
Direct tourism output comprises all domestically pro-
duced goods and services purchased by travelers (for
example, traveler accommodations and passenger air
transportation), and indirect tourism output comprises
all output required to support the production of direct
tourism output (for example, toiletries for hotel guests
and fuel for airplanes).

Usual environment. The area of normal, everyday
activities within 50-100 miles of home.?

Visitor. A person who travels outside of his or her
usual environment for less than a year or who stays over-
night in a hotel or motel. The visitor may travel for plea-
sure or business (private sector or government). Visitors
exclude travelers who expect to be compensated at the
location of their visit (such as migrant workers, persons
traveling to new assignments, and diplomatic and mili-
tary personnel traveling to and from their duty stations
and their home countries).

3. The usual environment depends on the availability of source data.

Tables 1 through 8 follow.
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Table 1. Production of Commaodities by Industry, 2010—Continues
[Millions of dollars]

Industry
Nonfarm Food Urban S
. residential h Interurban|  transit cenic and | Automotive " ;
Commodity anggﬁqlfnr_ tenant sezri\;]lges Air trans- |Rail trans- Y:?;:_r E&Zr#;%asn charter | systems | Taxi |sightseeing | equipment Autrgm:itrlve E?srgﬂ% Toll
odations occupied drinkin portation | portation portation | portation bus trans-| and other | service | trans- | rental and sereices arages highways
permanent Iacesg portation | trans- portation | leasing garag
site P portation

Traveler accommodations 132,852 15,814 825
Food services and drinking places ...............ccveverieverrnns 33,205 | ..o 549,760 | ....ocvueee. 105
Domestic passenger air transportation services 68,932 2
International passenger air transportation services .......... 55,536
Passenger rail transportation services 1,413
Passenger water transportation services 8,522 4
Interurban bus transportation 1,718 18 8
Interurban charter bus transportation 48 1,590 LL1C] I 19
Urban transit systems and other transportation services 3. 26 62| 24,167 65 14 23
Taxi service 1 20| 13,784
Scenic and sightseeing transportation services [ 12 s 79 L] P— 3,485
Automotive rental 32,758 L1 [ PR
Other vehicle rental 633
Automotive repair services 6 130 2 L IR 80,574 | v | v
Parking lots and garages 10,939
Highway tolls 10,764
Travel arrangement and reservation services
Motion pictures and performing arts
Spectator sports
Participant sports
Gambling 35,705 | oo 77
All other recreation and entertainment 2,420 | oo [ e 2 3
Gasoline
Wholesale trade and transportation margins on gasoline 8 678 816
Retail trade margins on gasoline
Nondurable PCE commodities other than gasoline............ 4,528
Wholesale trade and transportation margins on

nondurable PCE commodities other than gasoline ....... 5,193 | 32,101 2,620
Retail trade margins on nondurable PCE commodities

other than gasoline 799 | 2,132 2 1 {3 I 128 | e [
All other commodities, except all other trade and

transportation margin: 8,131| 324,626 157| 24,139| 15955| 34,237 37 65 4,599 14 5 13,512 9,434 24 245
All other wholesale trade and transportation margins 5102| 27,326 -233 1
All other retail trade Margins...........cveeevererirevererinrnneeens 1,428 | | e 53 195 LS T D
Travel by U.S. residents abroad
Industry output 212,120 | 340,439| 556,065| 163,505 77,578 45974 1,831 1,819 28979| 13,866 3,539 47,122 90,736 | 10,963
Intermediate inputs 96,958 | 128,341| 255,198| 91,659 | 44,118| 22,482 318 166 9,182 4,859 2,223 16,163 19,438 2,765
Value added 115,161 212,098 | 300,867 | 71,845| 33461 23492 1,514 1,654 19,797 | 9,006 1,316 30,959 71,298 8,198

Compensation of employees .| 61,177 17)575| 191,929 44710| 20,003| 12,817 1,174 1,345 15896 | 2,054 651 9,159 43,784 4,401

Taxes on production and imports, less subsidies 19,636 48,040 38,295| 13,154 -1,160 1,369 123 60 29 347 391 6,267 6,929 1,061 ..

Gross operating surplus 34,348| 146,483| 70,643| 13,982| 14,617 9,306 216 248 3,872 6,605 274 15,533 20,584 2,736

PCE Personal consumption expenditures
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Table 1. Production of Commodities by Industry, 2010—Table Ends
[Millions of dollars]
Industry
Industries
Travel Motion producing Wholesale Retailrade Domestic
" . All other nondurable . services, f
Commodity arrar;%edmem pgtrl:(rjes Spectator | Participant Gambling recreation | Petroleum PCE tré:?:ng_nd C;zf‘?il(l:r;e excluding | All other prod:tctlon
reservation | performing sports sports and refineries |commodities, portation | stations gasoline | industries producers’
services arts entertainment excluding services service prices
petroleum stations
refineries
Traveler accommodations 225 [ oo 81 819| 150,616
Food services and drinking places 30 13 6,129 1,570 5,084 7,920 20,029 35,901 | 659,746
Domestic passenger air transportation services 25 68,959
International passenger air transportation services .......... 55,536
Passenger rail transportation services 1,413
Passenger water transportation services 8,526
Interurban bus transportation 3 1,747
Interurban charter bus transportation 48 1,751
Urban transit systems and other transportation services 203 24,563
Taxi service 1 13,806
Scenic and sightseeing transportation services [ N PO 19 3,619
Automotive rental 691 361 33,865
Other vehicle rental 5 152 | o, 791
Automotive repair services 6 6,102 3,810 78,465 138| 169,232
Parking lots and garages 1,034 11,973
Highway tolls 10,764
Travel arrangement and reservation services.................... 39,989 39,989
Motion pictures and performing arts 25,846 20,157 | oo | e 343 540 46,886
Spectator sports 21,028 21,028
Participant sports 38,636 | ... 2,237 50 40,923
Gambling 14 56 2,159 72,263
All other recreation and entertainment 60 4,488 245 50,755 ..o 1,073 | oo [ 413 8,647 68,170
Gasoline 301,732 301,732
Wholesale trade and transportation margins on gasoline 87,412 88,913
Retail trade margins on gasoline 50,183 12,471 232 62,886
Nondurable PCE commodities other than gasoline........... T | e [ 241,373| 1,498,157 8,804 | ..o 19,795 72,682 | 1,845,350
Wholesale trade and transportation margins on
nondurable PCE commodities other than gasoline ....... 558,641 598,555
Retail trade margins on nondurable PCE commodities
other than gasoline 234 499 886 72 2,130 | 162 | s 23,699| 635438 26,462 692,651
All other commaodities, except all other trade and
transportation margins 129 36,404 14,395 2,409 27 1,648 62,531 815,628 | 222,626 3,829 28,519 |17,894,175|19,517,501
All other wholesale trade and transportation margins........ 928 29,525 | 649,539 | ..o [ 28,61 740,808
All other retail trade margins 98 | oo 301 [ 1,639| 448,491 4,071| 456,820
Travel by U.S. residents abroad
Industry output 40,117 62,574 60,593 48,596 35,293 64,5634| 606,565 2,344,852 | 1,533,131 91,085 | 1,244,465 18,074,031 |25,811,383
Intermediate inputs 15,378 21,809 27,269 17,509 6,984 26,964| 460,221 1481,988| 585749 28,843 21,830 | 7,492,701|11,284,836
Value added 24,739 40,765 33,324 31,088 28,309 37,571 146,344 862,864 | 947,382 62,242 822,635(10,581,330 [14,526,547
Compensation of employees 15,473 14,432 21,328 24,364 23,919 20,920 14,381 377,628 | 504,873 19,693 | 464,806 | 6,047,362 | 7,980,612
Taxes on production and imports, less subsidies 160 3,715 3,467 3,354 1,189 5,881 3,183 45,705 179,164 14,553 | 160,962 | 440,802 | 996,678
Gross operating surplus 9,107 22,619 8,529 3,370 3,201 10,770 128,780 439,531 | 263,345 27,995| 196,867 | 4,093,165| 5,549,257

PCE Personal consumption expenditures
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Table 2. Supply and Consumption of Commodities, 2010
[Millions of dollars]
Supply Consumption
Domestic Wholesale Total suppl Intermediate
Commodity production Change in | trade margins Retail trade at PRly Personal Grosfs Govfernment Exports of Total
at Imports private and . , . consumption | private fixed inal goods and :
prgcriitégzrs’ inventories trans‘,:%osrttsation margins purgrrigssers o pF;rrll‘éleilltS o g(%‘g%rgimfgé expenditures | investment | expenditures | services | SOnSUmPton

Traveler accommodations .| 150,616 150,616 49,137 8,787 92,691 150,616
Food services and drinking places . .| 659,746 659,746 110,124 21,999 527,026 | ..o | eererneriserieni 597 659,746
Domestic passenger air transportation service: 68,959 68,959 12,541 6,701 49,716 68,959
International passenger air transportation

services 55,536 25,987 81,524 7,781 833 43,010 | oo | e 29,900 81,524
Passenger rail transportation services 1,413 1,413 377 259 777 1,413
Passenger water transportation services 8,526 8,526 795 | oo 7,732 8,526
Interurban bus transportation............. 1,747 1,747 114 485 1,149 1,747
Interurban charter bus transportation. 1,751 1,751 1,751 1,751
Urban transit systems and other transportation

services 24,563 24,563 3,139 1,314 20,110 24,563
Taxi service 13,806 13,806 7,915 1,224 4,668 13,806
Scenic and sightseeing transportation services 3,619 3,619 3,619 3,619
Automotive rental 33,865 33,865 22,091 1,552 10,222 33,865
Other vehicle rental 791 791 471 2 319 791
Automotive repair services . 169,232 169,232 26,250 1,740 141,228 | o [ eveeeeieeierins 13 169,232
Parking lots and garages.... 11,973 11,973 2,404 1,384 8,185 11,973
Highway tolls 10,764 10,764 1,395 446 10,764
Travel arrangement and reservation services.... 39,989 39,989 20,479 700 1,650 39,989
Motion pictures and performing arts 46,886 297 47,183 9,440 5 127 47,183
Spectator sports 21,028 139 21,167 13,811 58 60 21,167
Participant sports 40,923 40,923 5,897 163 : 40,923
Gambling 72,263 72,263 1 17 72,245 72,263
All other recreation and entertainment.............. 68,170 10 68,181 3,916 2,163 62,098 | ... 4 68,181
Gasoline 301,732 12,708 -1,408 88,913 62,886 | 467,648 131,685 12,956 321,698 .... 1,308 467,648
Wholesale trade and transportation margins on

gasoline 88,913
Retail trade margins on gasoline........................ 62,886
Nondurable PCE commodities other than

gasoline 1,845,350 | 528,954 13,680 598,555 | 692,651 3,651,831 1,022,044 198,445| 2,100,756 42,274 3,752 284,560 | 3,651,831
Wholesale trade and transportation margins on

nondurable PCE commodities other than

gasoline 598,555
Retail trade margins on nondurable PCE

commodities other than gasoline.... 692,651
All other commodities, except all other

and transportation Margins................cccc........ 19,517,501 | 1,514,866 54,676 740,808 | 456,820 22,175,320 | 8,523,358 | 1,027,877 | 6,613,767 | 1685907 | 2,999,046| 1,325365| 22,175,320
All other wholesale trade and transportation

margin 740,808
All other retail trade margins 456,820
Travel by U.S. residents abroad... . 77,520 77,520 20,561 | oo 56,959 77,520
Total 25,811,383 | 2,160,482 66,947 1,428,276 | 1,212,357 [27,904,918| 9,995,725| 1,289,111 | 10,245,518 1,728,181| 3,002,798 | 1,643,585 27,904,918

PCE Personal consumption expenditures

Table 3. Demand for Commodities by Type of Visitor, 2010
[Millions of dollars]
Commodity Total consumption h?f:é?]%?és Business Government Nonresidents Togaértr?:r:?m Nggtrﬂ:ﬂ(sjm com-rlggéli?;nratio

Traveler accommodations 150,616 65,177 49,137 8,787 27,514 150,616 1.00
Food services and drinking places 659,746 53,108 36,421 7,215 22,509 119,253 0.18
Domestic passenger air transportation services 68,959 40,963 12,541 6,701 8,754 68,959 ... 1.00
International passenger air transportation services 81,524 43,010 7,781 833 29,900 81,5624 1.00
Passenger rail transportation services 1,413 640 377 259 137 1,413/ .. 1.00
Passenger water transportation services 8,526 8,056 8,056 0.94
Interurban bus transportation 1,747 947 114 485 202 1.00
Interurban charter bus transportation 1,751 1,442 308 1.00
Urban transit systems and other transportation Services ... 24,563 2,561 404 169 227 0.14
Taxi service 13,806 1,288 2,248 348 133 0.29
Scenic and sightseeing transportation SErvices ... 3,619 2,982 637 1.00
Automotive rental 33,865 7,350 22,088 1,552 538 0.93
Other vehicle rental 791 166 47 2 137 0.98
Automotive repair services 169,232 5,722 2,166 147 1,015 0.05
Parking lots and garages 11,973 1,285 385 221 148 0.17
Highway tolls 10,764 487 77 25 96 0.06
Travel arrangement and reservation services. 39,989 16,500 19,692 674 1,650 38,516 1,473 0.96
Motion pictures and performing arts 47,183 8,189 3,439 ... . 1,172 12,801 34,382 0.27
Spectator sports 21,167 1,243 4,906 376 6,525 14,642 0.31
Participant sports 40,923 5,569 2,169 638 8,376 32,546 0.20
Gambling 72,263 27,979 8,867 36,845 35,418 0.51
All other recreation and entertainment 68,181 13,934 1,436 | oo 1,150 16,519 51,661 0.24
Gasoline 467,648 51,235 19,397 1,313 2,311 74,256 393,391 0.16
Nondurable PCE commodities other than gasoline.............cc..oueveeeeveerrins 3,651,831 67,898 17,266 2,212 24,919 112,295 3,539,535 0.03
All other commodities 22,175,320 22,175,320 0.00
Total demand less travel by U.S. r abroad 27,827,398 427,729 202,515 30,943 133,340 794,527 27,032,871 | ..o
Travel by U.S. residents abroad 77,520 56,959 20,561 A48 70 N 1.00
Total demand 27,904,918 484,689 223,075 30,943 133,340 872,047 27,032,871 | ...

PCE Personal consumption expenditures
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Table 3a. Demand for Commodities by Type of Visitor (Unadjusted for Travel Arrangement Commissions), 2010
[Millions of dollars]
: Total Resident . ; Total tourism | Nontourism Tourism

Commodity consumption | households Business | Government | Nonresidents demand demand | commodity ratio
Traveler accommodation: 151,426 65,527 49,402 8,834 27,662 151,426 1.00
Food services and drinking places 659,746 53,108 36,421 7,215 22,509 119,253 0.18
Domestic passenger air transportation services 69,998 41,580 12,730 6,802 8,885 69,998 | .. 1.00
International passenger air transportation services 82,914 43,743 7,913 848 30,410 82,914 1.00
Passenger rail transportation services 1,899 860 507 348 184 1,899 .. 1.00
Passenger water transportation services 8,606 8,136 8,136 0.95
Interurban bus transportation 1,747 947 202 1,747 .. 1.00
Interurban charter bus transportation 1,753 1,444 309 1,753 .. 1.00
Urban transit systems and other transportation services 24,563 2,561 227 3,362 0.14
Taxi service 13,811 1,289 134 4,021 0.29
Scenic and sightseeing transportation service: 3,657 3,013 644 3,657 1.00
Automotive rental 33,924 7,364 539 31,588 0.93
Other vehicle rental 791 166 137 776 0.98
Automotive repair services 169,232 5722 1,015 9,049 0.05
Parking lots and garage: 11,973 1,285 148 2,039 0.17
Highway tolls 10,764 487 96 684 0.06
Travel arrangement and reservation services 36,061 13,982 1,650 34,588 0.96
Motion pictures and performing arts 47,349 8,295 1,188 12,966 0.27
Spectator sports 21,506 1,308 396 6,864 0.32
Participant sports 40,923 5,569 638 8,376 0.20
Gambling 72,263 27,979 8,867 36,845 0.51
All other recreation and entertainment 68,237 13,981 1,441, 1,153 16,576 0.24
Gasoline 467,648 51,235 19,397 1,313 2,311 74,256 0.16
Nondurable PCE commodities other than gasoline. 3,651,831 67,898 17,266 2,212 24,919 112,295 0.03
All other commodities 22,175,320 22,175,320 0.00
Total demand less travel by U.S. residents abroad 27,827,941 427,479 202,425 30,943 134,224 795,069 | 27,032,871 ......cccccvvrirennnne
Travel by U.S. residents abroad 77,861 57,210 20,651 [ovoveeerieriiens [ e 77,861 | oo 1.00
Total d | 27,905,802 484,689 223,075 30,943 134,224 872,930 | 27,032,871 |.....cccooovvviirunncens

PCE Personal consumption expenditures
Table 4. Output and Value Added by Industry, 2010
[Millions of dollars]
] . : Tourism "
Industry Intermediate Value Tourism Tourism . : Tourism
Industry : ; ; intermediate
output consumption added industry ratio output consumption value added

Traveler accommodation: 212,120 96,958 115,161 0.74 157,083 71,802 85,282
Nonfarm residential tenant occupied permanent site real estate.............c..coocvcvervivnes 340,439 128,341 212,098 0.05 15,814 5,962 9,852
Food services and drinking places 556,065 255,198 300,867 0.18 101,242 46,464 54,779
Air transportation services 163,505 91,659 71,845 0.76 124,778 69,949 54,829
Rail transportation services. 77,578 44118 33,461 0.03 2,527 1,437 1,090
Water transportation services 45,974 22,482 23,492 0.18 8,275 4,046 4,228
Interurban bus transportation 1,831 318 1,514 0.97 1,770 307 1,463
Interurban charter bus transportation 1,819 166 1,654 0.93 1,696 154 1,541
Urban transit systems and other transportation 28,979 9,182 19,797 0.12 3,383 1,072 2,311
Taxi service 13,866 4,859 9,006 0.29 4,019 1,408 2,610
Scenic and sightseeing transportation 3,539 2,223 1,316 0.99 3,513 2,207 1,307
Automotive equipment rental and leasing 47,122 16,163 30,959 0.66 31,122 10,675 20,447
Automotive repair services 90,736 19,438 71,298 0.05 4,363 935 3,428
Parking 10,963 2,765 8,198 017 1,863 470 1,393
Toll highways 11,009 3,723 7,287 0.06 684 231 452
Travel arrangement and reservation services 40,117 15,378 24,739 0.96 38,516 14,764 23,752
Motion pictures and performing arts 62,574 21,809 40,765 0.11 7,039 2,453 4,586
Spectator sports 60,593 27,269 33,324 0.22 13,063 5,879 7,184
Participant sports 48,596 17,509 31,088 0.19 9,356 3,371 5,985
Gambling 35,293 6,984 28,309 0.49 17,413 3,446 13,967
All other recreation and entertainment 64,53 26,964 37,571 0.23 15,015 6,273 8,741
Petroleum refineries 606,565 460,221 146,344 0.09 55,334 41,983 13,350
Industries producing nondurable PCE commodities, excluding petroleum refineries ... 2,344,852 1,481,988 862,864 0.02 46,334 29,284 17,050
Wholesale trade and transportation service: 1,533,131 85,749 947,382 0.02 31,662 12,097 19,565
Gasoline service stations 91,085 28,843 62,242 0.11 10,338 3,273 7,064
Retail trade services, excluding gasoline service stations ... 1,244,465 421,83 822,635 0.02 30,838 10,453 20,385
All other industries 18,074,031 7,492,701 10,581,330 0.00 13,289 5,509 7,780
Total 25,811,383 11,284,836 14,526,547 |........ooovvrrvrs 750,327 355,905 394,422

PCE Personal consumption expenditures
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Table 5. Output by Commodity, 2010
[Millions of dollars]
Commodit Domestic production Tourism commodity ratio Direct tourism output Total commodity Total tourism-related output
Y at purchasers’ prices p output multiplier P
Traveler accommodation: 150,616 1.00 150,616 158 237,737
Food services and drinking places 659,746 0.18 119,253 1.74 207,466
Domestic passenger air transportation services . 68,959 1.00 68,959 1.66 114,176
International passenger air transportation services 55,536 1.00 55,536 1.66 91,951
Passenger rail transportation services 1,413 1.00 1,413 1.78 2,512
Passenger water transportation servic: 8,526 0.94 8,056 1.94 15,637
Interurban bus transportation 1,747 1.00 1,747 1.56 2,724
Interurban charter bus transportation 1,751 1.00 1,751 1.56 2,729
Urban transit systems and other transportation services 24,563 0.14 3,362 1.56 5,241
Taxi service 13,806 0.29 4,016 1.56 6,260
Scenic and sightseeing transportation Services...............ccoc.cuuev.. 3,619 1.00 3,619 154 5,559
Automotive rental 33,865 0.93 31,528 1.42 44,779
Other vehicle rental 791 0.98 776 1.42 1,102
Automotive repair services 169,232 0.05 9,049 1.61 14,533
Parking lots and garage: 11,973 0.17 2,039 1.61 3,275
Highway tolls 10,764 0.06 684 1.83 1,249
Travel arrangement and reservation services.. 39,989 0.96 38,516 1.52 58,699
Motion pictures and performing arts. 46,886 0.27 12,720 1.63 20,702
Spectator sports 21,028 0.31 6,482 1.64 10,641
Participant sports 40,923 0.20 8,376 1.61 13,505
Gambling 72,263 0.51 36,845 1.61 59,405
All other recreation and entertainment.............ccoeeveveeececrciennne 68,170 0.24 16,517 1.63 26,957
Gasoline 453,532 0.16 72,015 1.65 118,972
Nondurable PCE commodities other than gasoline.............cc.c...... 3,136,556 0.03 96,450 2.04 196,864
Total 5,096,254 0.15 750,327 1.68 1,262,675
PCE Personal consumption expenditures
Table 6. Employment and Compensation of Employees by Industry, 2010
Industr Total employment Compensation Tourism industry rati Tourism employment rlo"'::s'qi n Average compensation
ustry (thousands of employees)| (millions of dollars) ouris| ustry ratio (thousands of employees) compensatio per tourism employee
(millions of dollars)
Traveler accommodation: 1,746 61,177 0.74 1,293 45,304 35,031
Nonfarm residential tenant occupied permanent site... 189 17,575 0.05 9 816 93,121
Food services and drinking places 9,506 191,929 0.18 1,731 34,944 20,190
Air transportation services 590 44,710 0.76 450 34,120 75,831
Rail transportation service 220 20,003 0.03 7 652 91,052
Water transportation services 170 12,817 0.18 31 2,307 75,540
Interurban bus transportation 20 1,174 0.97 19 1,135 58,656
Interurban charter bus transportation 22 1,345 0.93 20 1,254 61,901
Urban transit systems and other transportation .. 403 15,896 0.12 47 1,856 39,484
Taxi service 153 2,054 0.29 44 595 13,456
Scenic and sightseeing transportation services.. 15 651 0.99 15 646 44,100
Automotive equipment rental and leasing 147 9,159 0.66 97 6,049 62,478
Automotive repair services 697 43,784 0.05 34 2,105 62,841
Parking lots and garage: 85 4,401 0.17 14 748 51,852
Toll highways 56 4756 0.06 4 295 84,231
Travel arrangement and reservation services.. 183 15,473 0.96 176 14,855 84,604
Motion pictures and performing arts. 179 14,432 0.1 20 1,623 80,436
Spectator sports 264 21,328 0.22 57 4,598 80,881
Participant sports 852 24,364 0.19 164 4,691 28,588
Gambling 340 23,919 0.49 168 11,801 70,357
All other recreation and entertainment............cccccocovvnreneiniineens 456 20,920 0.23 106 4,867 45,891
Petroleum refineries 76 14,381 0.09 7 1,312 189,600
Industries producing nondurable PCE commodities, excluding

petroleum refineries 5,820 377,628 0.02 115 7,462 64,887
Wholesale trade and transportation SErvices............c.cveeerevrnrenes 7,061 504,873 0.02 146 10,427 71,498
Gasoline service stations 635 19,693 0.1 72 2,235 31,035
Retail trade services, excluding gasoline service stations............ 14,108 464,806 0.02 350 11,518 32,945
All other industries 92,351 6,047,362 0.00 68 4,446 65,482
Total 136,342 7,980,612 | ....oovvvvrrircriiiin 5,262 212,663 | ...

PCE Personal consumption expenditures
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Table 7. Employment by Industry, 2010
[Thousands of employees]
Industry Direct tourism employment Total industry employment multiplier Total tourism-related employment
Traveler accommodation: 1,293 1.31 1,697
Nonfarm residential tenant occupied permanent site 9 2.02 18
Food services and drinking places 1,731 1.18 2,045
Air transportation services 450 1.70 763
Rail transportation services 7 240 17
Water transportation services 31 3.32 101
Interurban bus transportation 19 1.45 28
Interurban charter bus transportation 20 1.45 29
Urban transit systems and other transportation 47 1.51 71
Taxi service 44 1.45 64
Scenic and sightseeing transportation services 15 1.75 26
Automotive equipment rental and leasing 97 1.92 186
Automotive repair services 34 147 49
Parking lots and garage: 14 1.96 28
Toll highways 4 1.92 7
Travel arrangement and reservation services 176 1.41 247
Motion pictures and performing arts 20 1.94 39
Spectator sports 57 1.93 109
Participant sports 164 119 196
Gambling 168 1.59 266
All other recreation and entertainment 106 1.41 150
Petroleum refineries 7 4.20 29
Industries producing nondurable PCE commodities, excluding petroleum refineries ... 115 2.86 329
Wholesale trade and transportation services 146 1.67 244
Gasoline service stations 72 1.23 88
Retail trade services, excluding gasoline service Stations ................cocwvevevrereoreriennes 350 1.23 429
All other industries 68 1.91 129
Total 5,262 7,386
PCE Personal consumption expenditures
Table 8. Real Tourism Output, 2010
: Direct output f I Real output
Commodity (Milions of dollars) Chain-type price index (Millons of chained (2005) dollars)
Traveler accommodations. 150,616 106.1 141,936
Food services and drinking places 119,253 117.5 101,529
Domestic passenger air transportation services 68,959 119.7 57,619
International passenger air transportation services 55,536 120.9 45,924
Passenger rail transportation services 1,413 119.0 1,187
Passenger water transportation services 8,056 89.4 9,008
Interurban bus transportation 1,747 125.0 1,398
Interurban charter bus transportation 1,751 111.2 1,574
Urban transit systems and other transportation Services............ccc.ouvvinmvicinniiinnniiennns 3,362 117.2 2,869
Taxi service 4,016 119.4 3,363
Scenic and sightseeing transportation services 3,619 111.2 3,254
Automotive rental 31,528 128.1 24,613
Other vehicle rental 776 1145 678
Automotive repair services 9,049 119.8 7,555
Parking lots and garage: 2,039 126.1 1,616
Highway tolls 684 130.2 525
Travel arrangement and reservation services 38,516 107.5 35,816
Motion pictures and performing arts 12,720 113.0 11,253
Spectator sports 6,482 120.2 5,394
Participant sports 8,376 105.1 7,968
Gambling 36,845 111.8 32,953
All other recreation and entertainment 16,517 114.0 14,491
Gasoline 72,015 124.6 57,794
Nondurable PCE commaodities other than gasoline 96,450 111.0 86,889
Total 750,327 114.6 654,881

PCE Personal consumption expenditures
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Household Consumption Expenditures for Medical Care:

An Alternate Presentation

By Ana Aizcorbe, Eli B. Liebman, David M. Cutler, and Allison B. Rosen

S HEALTH CARE spending continues to grow,

the Bureau of Economic Analysis (BEA) plans to
develop a satellite account containing a detailed set of
macroeconomic statistics for spending on medical
care. This account would provide the data needed to
better assess health care spending and its effects on the
U.S. economy. In particular, the new statistics would
allow health economists to better analyze the returns to
treatments of disease and the sources of changes in
health care costs.!

1. See Aizcorbe, Retus, and Smith (2008) for a description of the pro-
posed health care spending satellite account. BEA satellite accounts typi-
cally take a close look at a specific sector, providing more detailed
information about the sectors and new measures based on new methodolo-
gies.

One important set of statistics would be detail on
the health-related aggregates currently embedded in
each of the accounts (as is done in the travel and tour-
ism satellite accounts (Zemanek 2011)). For example,
we will provide a separate income account for health-
related spending (see “An Integrated View of the
Health Care System”).

Importantly, the medical care account will also re-
define the “commodity” provided by the medical care
sector as “the treatment of disease,” as is advocated by
health economists and public health experts. Ideally,
the “disease” categories would break out four types of
spending: prevention, screening, diagnosis, and treat-
ment of disease. Within the treatment category, one

The Centers for Medicare and Medicaid Services (CMS)
estimates that health care expenditures as a share of gross
domestic product (GDP) reached 17.9 percent in 2010.
That share will continue to grow significantly, according
to recent studies by the Congressional Budget Office.
Given this trend, it is critical to develop an understanding
of what those increased expenditures represent. Are the
increases attributable to rising costs of providing the
same service? Or are people purchasing higher quality
health care services? And if people are consuming more
health services today, what are the future benefits? Econ-
omists need answers to these questions in order to for-
mulate policies that allow for society’s efficient
consumption of health care as well as for the improve-
ment of the nation’s overall health status.

Health economists have long advocated the construc-
tion of national health accounts that would measure the
effects of the output of the medical care industry on
improvements in health and use medically informed
decision models to determine the productivity of differ-
ent health inputs (such as medical care or the quality of
the environment). For example, Rosen and Cutler (2007)
describe an ongoing effort to create a health account that
will provide direct measures of health, disease prevalence,
and medical spending by disease for that purpose. A
health account of the type consistent with the view of
many health economists would be quite broad. In this
view, which we share, “health” is a type of human capital

Health Care Satellite Accounts

that, as with other capital goods, depreciates over time
and requires investment. Using standard national
accounting conventions, an account that would accom-
modate this view of health would require capital stock
measures for health as well as measures of the rate of
depreciation, financial investment into health, and the
flow of returns to that investment. Moreover, measuring
the latter returns would require one to place a value on
the improvements to health, which is typically done by
combining indicators such as quality-adjusted life years
with estimates for the value of a human life.

Because various types of nonmarket activity are also
important inputs into health, such an account would also
expand the scope of the existing accounts (which include
only market activity) to include the value of the time that
members of households invest in their health and in the
health of others (the value of those nonmarket activities).
The measurement of these activities is extremely difficult,
in part because of the paucity of appropriate source data
and lack of consensus among experts on the appropriate
methods for measurement. However, within the broad
movement to measure health as a capital good, there is
some agreement that the “final good” produced by the
health sector, medical care, would be better defined as
“the treatment of a disease” rather than as individual
products, as is usually the case in national accounts. A
more analytically appropriate measure of “medical care”
is the starting point of BEA’s health care initiative.

Ana Aizcorbe and Eli B. Liebman are economists at the Bureau of Economic Analysis. David Cutler is a professor in
the Department of Economics, Harvard University. Allison B. Rosen is a professor in the Department of Quantitative
Health Sciences and Meyers Primary Care Institute, University of Massachusetts Medical School. The authors thank
Elizabeth C. Bernstein, Kyle ]. Brown, and Tina C. Highfill for assistance.
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would show spending for the treatment of infectious
conditions spending for the treatment of neoplasms,
and so forth, rather than breaking out the treatments
separately. For example, specific treatments provided
in the treatment of cancer will be classified as house-
hold consumption expenditures for the treatment of
cancer, rather than splintering out the individual ser-
vices into existing commodities: spending on surgeries
are currently shown in “hospital services,” spending on
prescription drugs are currently shown in “prescrip-
tion drugs,” and so on. This is the preferred way to de-
fine the output of this industry and is advocated by
health economists and public health experts. Indeed, a
recent panel of the National Academies urged statisti-
cal agencies to begin thinking in this way (National Re-
search Council 2010).

This restatement of the commodity provided by the
health sector in the spending account does not have
any direct implications for how nominal spending for
the sector is measured in other accounts. For example,
the nominal dollar value of total production by the in-
dustries that provide these goods and services will not
change in the industry accounts. Similarly, the pay-
ments to factors of production that might be reported
in a production account are unchanged.

It does, however, have important implications for
the price indexes one would use to translate nominal
spending in current dollars into constant dollars. This
issue—discussed in Aizcorbe, Retus, and Smith
(2008)—is complex and will be revisited in another
Survey article later this year. Essentially, redefining the
“good” requires a different set of price indexes for the
health sector in the national income and product ac-
counts (NIPAs). BEA researchers are currently study-
ing the full implications of this change for the price
indexes we currently use in the national accounts. (See,
for example, Aizcorbe and Nestoriak 2011 and Dunn,
Liebman, Pack, and Shapiro 2010.)

Why redefine the “product” to spending by
disease?

Existing measures for the health sector, such as those
found in the NIPAs or in National Health Expenditure
Accounts provided by the Centers for Medicare and
Medicaid Services (CMS), provide insights into the
types of medical care that individuals purchase (such
as visits to a doctor’s office or the purchase of a drug)
and how those purchases are financed (through private
insurance, government assistance, or from one’s own
income). Although this information is useful for track-
ing overall spending, these data do not provide any in-
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formation about what (if any) health returns are
realized from the investment (Bosworth and Triplett
2007).

The first step towards assessing whether health care
spending is “worth it” is to organize spending by dis-
ease. These data, combined with information on the
outcomes of treatment, would allow that assessment.
Indeed, the medical literature measures the effective-
ness of therapies and subsequent health outcomes on a
disease-by-disease basis, making the extent to which a
particular health care expenditure is beneficial depen-
dent upon the condition being treated. Take a migraine
medication as an example. Consumers pay for this
medication to reduce the length and/or severity of
their migraines. If a more expensive—but more effec-
tive—migraine medication became available, ideally a
“quality adjustment” could be made to allow for the
value of the improvement. But absent information on
the disease being treated, such adjustments are not
possible.

Beyond facilitating assessments of the costs and
benefits of treatment, health economists have found
data on spending by disease to be a useful way to better
understand what factors are driving growth in health
care spending. For example, Thorpe, Florence, How-
ard, and Joski (2004) used data from the Medical Ex-
penditure Panel Survey (MEPS) to link the growth in
spending from 1987 to 2001 to the obesity epidemic, a
result of individuals’ behavior that could be targeted to
control costs. Similarly, Roehrig, Miller, Lake, and Bry-
ant (2009) studied the potential impact of preventive
care on the growth in spending on selected conditions
since 1996. Analyses like these can begin to explore the
potential effects of policy levers—such as reducing the
cost of preventive care on overall spending.

Other government agencies are investigating mea-
sures of health care spending by disease. The Agency
for Health Care Research (AHRQ) publishes reports
on spending by disease based on their MEPS survey.
The Census Bureau is exploring the feasibility of ob-
taining data on spending by disease from providers.
They are collecting spending broken out by disease in
the 2012 Census as a followup to a pilot study in the
2007 Census. Similarly, the Bureau of Labor Statistics
(BLS) already reports price indexes by disease for hos-
pital care, a category where surveys are available to
break out the spending in this way. Moreover, re-
searchers at BLS continue to study ways to construct
disease-based price indexes using existing indexes from
the producer price index program (Bradley, Cardenas,
Ginsburg, Rozental, and Velez 2010).
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Methods for allocating spending by disease
The biggest challenge to measuring health care spend-
ing by disease is the fact that patients often suffer from
more than one illness; the presence of coexisting ill-
nesses, referred to as comorbidities, makes it difficult
to disaggregate and allocate spending to the individual
diseases. For example, how does one allocate the cost of
an office visit for a diabetic who also suffers from heart
disease? This problem is particularly prevalent among
the elderly, a demographic with disproportionately
high spending on health care.

Attributing expenditures to diseases involves, first,
categorizing diseases into a comprehensive, mutually
exclusive set of disease groups at a suitable level of
aggregation that, in principle, could range from highly
aggregated (the 18 International Statistical Classifica-
tion of Diseases and Related Health Problems book 9
(ICD9) chapters) to very detailed (the more than
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16,000 ICD-9-CM diagnoses). The next step is to at-
tribute spending to these disease groups, again select-
ing a suitable level of aggregation (or unit of analysis).
Attributing medical costs to diseases is typically per-
formed using one of three conceptual approaches, each
with a different unit of analysis. The first is an “en-
counter-based approach,” estimating disease-specific
spending by diagnoses listed on medical claims; the
unit of analysis is the individual encounter (or claim).
The second is an “episode-based approach,” estimating
spending on all services related to the diagnosis and
management of a specific condition. The unit of analy-
sis is an episode, which may have variable lengths of
time. The third is a “person-based approach,” identify-
ing all conditions a person has and using regression
analysis to allocate spending to diseases.
Encounter-based approach. This approach assigns
claims to disease groups based upon coded diagnoses.

The Medical Expenditure Panel Survey, which is con-
ducted by the U.S. Department of Health and Human
Services Agency for Health Care Research and Quality
(AHRQ) is a nationally representative survey of the
health care utilization and expenditures of the civilian
noninstitutionalized U.S. population. The survey sample
is drawn from the respondents to the prior year’s
National Health Interview Survey (NHIS). The survey
uses an overlapping panel design, introducing a new
panel each year. The data are collected through a series of
five rounds of interviews covering a 2-year reference
period; the data from the overlapping panels are then
used to produce annual estimates. For each household
surveyed, MEPS interviews a single respondent— the
family member most knowledgeable about the entire
household’s health and health care use (Zuvekas and Olin
2009a). The sample includes approximately 15,000 fami-
lies and 35,000 individuals each year (Cohen, Cohen, and
Banthin 2009).

MEPS provides both household and patient-level data
on personal health care expenditures. The survey con-
tains data on health services used as well as the frequency
with which households use them, their cost, and how
they are paid for. MEPS actually consists of a family of
three interrelated surveys: the Household Component
(HC), the Medical Provider Component (MPC), and the
Insurance Component (IC). The Household Component
of the survey interviews individuals and families; the
Medical Provider Component supplements the HC
information by verifying prices and payments by source

The Medical Expenditure Panel Survey

from medical providers and pharmacies. The final com-
ponent is the Insurance Component, which collects data
from employers regarding the employers’ characteristics
and the insurance they offer their employees (Sing, Ban-
thin, Selden, Cowan, and Keehan 2006; Zuvekas and Olin
2009b; and Cohen, Cohen, and Banthin 2009).

As a data source, MEPS has some key advantages over
insurance claims data. It is a well known sample and is
generally regarded as a high-quality source of data on
high-prevalence health conditions. Another important
strength of the MEPS data is its ability to directly link
expenditures from all services (across all types of provid-
ers) to patient care events (Mackie 2009; Sing, Banthin,
Selden, Cowan, and Keehan 2006). Finally, MEPS is the
only data set available to capture the expenditures of the
uninsured (Cohen 2009).

However, it also has several limitations. First, it has
been shown that the MEPS fails to capture some impor-
tant spending. Second, the diagnoses associated with uti-
lization events are self reported and may provide
different information than would be found in actual
insurance claims. Perhaps the biggest limitation is that
MEPS does not cover institutionalized patients or the
active military. By virtue of not covering these two
groups, the MEPS will miss not just spending by these
patients in institutions (including long-term care facili-
ties). It will also miss any spending by these patients on
services from other providers (for example, hospital care,
physician services, and so forth) because they are not
covered in the survey.
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Comorbidities may pose a real problem here; attribut-
ing each spending item for a patient who is both hy-
pertensive and diabetic is not easy. Studies frequently
assign claims based on the primary diagnosis, but this
may dilute the cost impact of important risk factors
and/or comorbidities. For example, if a person with di-
abetes, hypertension, and coronary heart disease
(CHD) visits a doctor, to which disease should
the costs be attributed? What if only coronary heart
disease is listed on the claim despite the fact that the
diabetes likely contributed to the CHD? Accounting
for downstream complications is also challenging for
encounter-based approaches. If a person with diabetes
has a heart attack several years later, is the subsequent
spending a result of the diabetes or the heart attack?
Most analyses would assign the downstream costs to
the heart attack, which underweights the future costs
of diabetes. These issues are particularly important in
individuals with conditions like CHD, where multiple
comorbid diseases are the norm, rather than the excep-
tion.

The principal advantage of encounter-based alloca-
tions is the ease with which costs are attributed to dis-
eases. However, when spending does not have an
associated claim or valid diagnosis code, it cannot be
allocated to a disease.

Episode-based approach. Increasingly, analysts are
estimating disease costs using episode groupers—soft-
ware programs with algorithms that organize claims
data into clinically distinct episodes of care. A treat-
ment episode can be thought of as “a series of tempo-
rally contiguous health care services related to the
treatment of a given spell of illness or provided in re-
sponse to a specific request by the patient or other rele-
vant entity” (Hornbrook, Hurtado, and Johnson
1985). Episodes are natural to examine because they
group related claims regardless of where the service
was provided; if a person is hospitalized for pneumo-
nia and then seen in followup at an outpatient clinic,
both sets of costs are included in the episode of pneu-
monia care.

Episode-based costing is not without challenges,
though. Identifying the start and endpoint of an epi-
sode of treatment and the groups of specific services
relating to a particular episode of care is not straight-
forward. Episode groupers differ in how they do this,
with no clear consensus on best practice. Comorbidi-
ties and their joint costs pose challenges as well, just as
with the encounter approach. Other challenges include
how to handle chronic disease episodes (length is often
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set arbitrarily at 1 year), what to do with complications
of treatment (assign to a new episode or an old one),
and how to handle medical treatments that do not fall
neatly into a disease category (such as a screening
study). Finally, while a number of different commer-
cial episode groupers are already widely in use, they
have received little scientific evaluation to date (McG-
lynn 2008), and the small but growing body of research
by CMS and others points to real differences in the
output of different vendors’ groupers (MaCurdy, Ker-
win, Gibbs, Lin, Cotterman, O’Brien-Strain, and
Theobald 2008; MaCurdy, Kerwin, and Theobald 2009;
and Rosen, Liebman, Aizcorbe, and Cutler 2012).
Pending further evaluation and standardization, it will
be difficult to use these proprietary algorithms for
public work.

Person-based approach. This final approach to cost
estimation regresses a person’s total annual health care
spending on indicators for the set of conditions that
person has. The coefficient on a disease dummy vari-
able is the incremental additional cost of that condi-
tion, controlling for the other conditions the person
has. A person-based approach is likely to produce
more reliable estimates for patients with multiple
chronic conditions, as it better accounts for spending
related to comorbidities and complications. That said,
a regression specification may be sensitive to how co-
morbidities are entered. A standard linear regression
may not be right, since it imposes additivity of joint
conditions. However, if one condition increases (or de-
creases) the costs of another, adjustment is needed to
ensure that condition-specific spending does not sum
to more (or less) than the total. Another empirical is-
sue is what interaction terms to include. For the most
part, clinical expertise is needed to identify the appro-
priate group(s) of co-occurring diseases, which may
represent a limitation for policy purposes. An advan-
tage of person-based cost estimation is that the costs of
utilization events for which there are no valid claims or
ICD-9 codes, such as missing ICD-9 codes on drug
claims, can still be attributed. Another attractive con-
ceptual feature of person-based cost estimates is that
they can be readily matched to health outcomes, such
as mortality and quality of life, thereby providing the
critical link between spending and health needed to
more systematically measure the value of medical ser-
vices.

Which approach is best? There is no consensus on
which of these methods is preferable. In the national
accounts, a similar problem arises with establishments
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that produce goods classified in different North Amer-
ican Industry Classification System (NAICS) indus-
tries. The standard way of handling this is to use the
“primary NAICS industry,” defined as the industry
that generates most of the establishment’s revenues.
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The analogous concept in the current setting is to
allocate the spending to the “primary diagnosis.”
However, in some data—notably the MEPS survey and
many claims databases—many diagnoses are listed
without identifying which one is “primary.” In these

An Integrated View of the Health Care System—Continues

As part of its work to develop national health accounts, BEA
developed a prototype production and income account that
highlights the health sector in the United States. The table pre-
sented here illustrates the relationship between health care
spending and the health sector’s production and income flows
by integrating consumer spending data and national income
data from BEAs national income and product accounts
(NIPAs) with industry production data from BEA’s Input-Out-
put (I-O) accounts to provide a unified look at the health sector
within the broader U.S. economy.

An Integrated System

The NIPAs and the I-O accounts are part of a broader inte-
grated system of national economic accounts that are designed
to measure economic activity in the United States according to
set economic principles. Together the NIPAs and the I-O
accounts provide a snapshot of the numerous transactions that
make up the U.S. economy. The NIPAs track the buying and
selling of goods and services, the hiring of labor, the returns to
capital and entrepreneurship, and the depreciation, or the
using up, of capital. One of the most widely used statistics in
the NIPAs is GDP, or gross domestic product, which is a mea-
sure of the unduplicated output of the country.! The I-O
accounts trace the flow of goods and services among industries
as part of their production process and show each industry’s
value added or contribution to overall GDP. To the extent pos-
sible, the integrated economic accounts for the United States
follow guidelines set by the System of National Accounts 1993
(SNA), which is an internationally accepted conceptual frame-
work for designing economic accounts. Because the NIPAs and
the I-O accounts are integrated through these consistent eco-
nomic principles, BEA is able to bring together data from both
in order to analyze the economic flows specific to the health
sector. 2

1. GDP avoids double counting the value of goods and services that are used
as inputs in the production of other goods and services.

2. For more information on the NIPAs, please see “A Guide to the National
Income and Product Accounts of the United Stated”, 2006. For more informa-
tion on the System of National Accounts, please see System of National Accounts
1993 and System of National Accounts 2008.

The Health Sector Account

The table presented here tracks the value of health care related
goods and services produced annually in the United States for
2002—2006 and accounts for the income flows associated with
that production. For this prototype, the health sector includes
both private businesses and government institutions that pro-
duce or provide health-related goods or services to households.
The private businesses are classified into industries based on
the 2002 North American Industry Classification System
(NAICS) and include both for profit businesses and not for
profit businesses.’

Production by the health sector is derived by taking the value
of health-related goods and services produced by this sector
(referred to as gross output) and subtracting from it the value of
the goods and services used in the process of producing that
output (referred to as intermediate inputs)*. The difference
between gross output and intermediate inputs is defined as
gross value added. Gross value added for the health sector repre-
sents that sector’s share of overall GDP for the nation and can
be thought of as the value of the labor and capital used to pro-
duce health care related goods and services.

Value added can also be measured by adding up the costs
incurred by the health sector during production, including any
profit-like income generated by those businesses from their
production. These costs include wages and salaries and benefits
paid to employees for their labor services (compensation of
employees), the taxes paid to the government as part of produc-
ing or selling the goods and services less any subsidies these
businesses may receive from the government (taxes on produc-
tion and imports less subsidies (TOPI)), and the value of the
fixed capital used up during production (depreciation or con-
sumption of fixed capital (CFC)). Net operating surplus repre-
sents the profit-like income accrued to the health sector
businesses after subtracting CFC, compensation of employees,
and TOPI from gross value added but before deducting
financing costs (such as interest payments or receipts) and

3. See footnote 1 of the accompanying table.

4. Health care gross output is defined as the primary product produced by
those industries included in the health care sector plus any secondary products
produced by these industries that fall within these health commodity codes,
derived from unpublished data from BEA's annual industry accounts.
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cases, the standard practice has been to allocate spend-
ing to the first listed diagnosis. This is the approach we
take here.
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Providing detail on spending by disease

All of these approaches require micro data, either at
the encounter or the patient level. Moreover, the data
must contain information on both the particular
condition that was treated and the amount spent.

An Integrated View of the Health Care System

transfer payments (such as insurance settlements) both of
which are not considered production-related revenue and
expenses.

Net operating surplus can be broken down into detail that
shows corporate and noncorporate business income from pro-
duction in the form of corporate profits and proprietors’
income as well as the current transfer payments and net inter-
est. The latter two income flows offset the current transfer
receipts and payments and the interest receipts and payments
that are included as revenue and expenses in deriving the mea-
sures of corporate profits and proprietors’ income.

The account shows that the goods and services produced by
the health sector account for approximately 13 percent of all
goods and services produced in the United Stated, as derived by
taking the share of gross output on line 1 divided by total U.S.
GDP in current period prices. The health sector output pre-
sented in this prototype account does not include some pro-
duction that may be considered health-related but is not
directly consumed by households for health care purposes. This
production includes, but is not limited to, items for hospitals or
medical care buildings (NAICS 23), private health insurance or
medical malpractice insurance (NAICS 524), and medical
equipment manufacturing (NAICS 334 and 339). Adding these
components brings total spending to $1,618.7 billion, or about
15 percent of GDP. The share of labor and capital used by the
health sector to produce health care goods and services is
approximately 60 percent (derived as gross value added divided
by gross output), with compensation of employees representing
approximately 80 percent of those costs. While these measures
reflect current period prices and do not remove effects of price
change or inflation, these relationships remained relatively con-
stant over the period measured. Even profitability remained
reasonably steady with business margins hovering between 7
and 8.5 percent during the period, as derived by dividing cor-
porate profits and proprietors’ income (line 11) by gross output
of the sector (line 1)).

While this prototype account is an important step in BEA’s
efforts to develop a broader health sector satellite account, sig-
nificant work remains. The estimates derived for this prototype
account required a number of assumptions to make up for cur-
rent gaps in available data. For example, while BEAs I-O

accounts provide gross output by industry at a detailed 6-digit
NAICS level, BEA’s estimates of CFC, corporate profits and
other income measures are not currently produced at this level
of detail. As a result, income estimates in this prototype relied
heavily on gross output relationships in order to derive the
share of corporate profits specific to the health sector. Also of
note is the fact that CFC, net interest, corporate profits, and
proprietors’ income in the NIPAs are based on “company” data
while the gross output and intermediate inputs data from the
I-O accounts are based on “establishment” data, which means
that the production measures and the income measures used to
create this table are not completely consistent. As a result, net
operating surplus recorded in this prototype account acts as a
balancing item between these two different data sets.
Health Sector! Output, Gross Value Added,
and Net Value Added

[Billions of dollars]

Line | 2002 | 2003 | 2004 | 2005 | 2006
Health output 1/1,421.9/1,510.0(1,596.0(1,703.9 1,797.9
Less: Intermediate goods and services consumed 2| 566.3| 5985 626.9| 681.4| 7109
Equals: Gross health value added 3| 857.1| 913.1| 971.5/1,024.8| 1,089.8
Less: Consumption of fixed capital 4| 350 362 377 402 424
Equals: Net health value added. 5| 822.1| 876.8| 933.8| 984.7| 1,047.4
Compensation of employees ... 6| 658.3| 721.7| 755.8| 797.2| 843.6
Taxes on production and imports, less subsidies 7| 207 226/ 239| 262 28.3
Net operating SUrpIUS .........ccovcemvveiericinrieienrisieeiiiees 8| 143.1| 132.6| 154.1| 161.3 175.5
Net interest 9| 104 100 99| 105 12.7
Current transfer payments .............cccccecoecnievieeiinns 10( 101 122 119| 13.0 12.1
Proprietors’ income and corporate profits with
inventory valuation 11| 122.6| 110.4| 132.3| 137.8 150.7
Proprietors’ iNCOME ..........ccuvevreereveerierernes 12| 77.7| 669| 815 794 826
Corporate profits 13| 449| 435| 508 584 68.1
Addenda:
Other health-related aggregates
Household spending on health care 23 ..................... 141,317.1|1,405.7 [1,507.5(1,605.1| 1,694.5
Health care (excluding social services) industry
gross output* 15|1,040.9(1,110.6{1,181.9|1,258.2| 1,328.9
Health care (excluding social services) industry
gross value added *. 16| 631.4| 676.6| 722.4| 760.6| 809.5

1. Includes NAICS subsectors for Pharmaceutical and Medicine Manufacturing (3254), Drugs and Druggists'
Sundries Merchant Wholesalers (4242), Health and Personal Care Stores (4461), Consumer Goods Rental (5322),
Ambulatory Health Care Services (621), Hospitals (622), Nursing and Residential Care Facilities (623), state and
local government; excludes federal government.

2. Includes NIPA personal consumption expenditures (PCE) for the following spending categories: therapeutic
medical equipment, corrective eyeglasses and contact lenses, pharmaceutical products, other medical products,
physician services, dental services, paramedical services, hospital services, nursing home services. Excludes
consumption expenditures of nonprofit institutions serving households.

3. Differences between line 1 and line 14 are attributable to many factors including: output produced by these
health-related industries that is not direct